Volume  2 


NATIONAL  INDUSTRIAL 


HEARING  ON 


C 


THE  TELEGRAPH  COMMUNICATION  INDUSTRY 


-  Reconvened  - 


THE  LIBRARY 
OF  THE 

UNIVERSITY  OF  ILLINOIS 


(Second  Day) 


May  17,  1934 


Office: 


NATIONAL 


^4266 

■U267 

I4268 


JESSE  L,  WARD 

of  WARD  &  PAUL 

OFFICIAL  REPORTER 
EARLE  BUILDING 


Investment  Building: 

DISTRICT  2200  —  Branch  373 
House  Office  Building: 

NATIONAL  3120  —  Branch  1073 


— 


.  • 


* 


. 


;  ■  •  ;V  ■  '  ■ 


A 


EB  •  ■ 


. 

. 


3  3  '5, 3 

U «\  "3  Hi  •I'&Lsa.KAPH  ootjjtOBiOATioaa 

_,2. 

*  JJay  1?,  1934 

Day  Session  INDEX 

PAGE 


COLONEL  MAS TON  DAVIS  278 

Of  the  Radio  Corporation  of  America 

STATEMENT  OH  BEHALF  OF  THE  BELL  8Y8TEH  COMPANIES  388 

at  hearing  on  Telegraph  Code  Ma y  16*1934 

STATEMENT  OF  MR0  A.  M*  POPE  337 

President*  The  First  Boston  Corporation 

STATEMENT  OF  HR,  COY  MASON  362 

Representing  the  Chemical  Bank  &  Trust  Cor.  {, 

165- Broadway*  New  York  City 

Letter  containing  suggested  Amendment  36S 

STATEMENT  OF  MH<  NTS  Fr.  MOREHOUSE  375 

Chicago  &  North  Western  Railway  Co,  * 

Chicago*  lllo 

STATEMENT  OF  MR.  THOMAS  F.,  LI TTL SPACE  392 

Attorney  fro  the  Rook  Island.  Railroad  in 
Veiling  ton* 

STATEMENT  OF  MR*  ELISHA  HANSON  397 


Attorney  for  American  Newspaper  Publish  erg'1 
Association. 


STATEMENT  OF  MR*  GEORGE  P,  HARGRAVES  405 

Business  Manager*  International  Mew©  Ser* 
vice  and  Universal  Service* 


STATEMENT  OF  MR,  XJSNMTH  0:  BOGATS 

President*  Financial  Press  Companies  of 
America 


408 


STATEMENT  OF  MR,  CLEM  J,  RAN  DAD 

General  Business  Manager*  United  Press 


412 


STATEMENT  OF  MR.  R,S,  DESVERNINE 


414 


On  behalf  of  the  Association  cf  Stock  Exchange 
Firms*  Hetv  York.  *  and  on  behalf  of  the  Code 
Authority  for  the  Code  of  Fair  Competition 
for  the  Stock  Exchange  Firms.. 


878131 


ixU 


Telegraph  Communication 

Index 

PAGE 

STATEMENT  OF  HRC  EUGENE  THOMPSQH  432 

Washington  Stock  Exchange 

List  of  Exchanges  434 

mEMORUrDDM  REGARDING  PROPOSE®  CODE  OF  FAIR  GOaSPKT-  438 

ITION  FOR  THE  TELEGRAPH  OOHMUHI CATION  INDUSTRY 

STATEMENT  OF  MR*  C,B, GROSS,  Boston,  Mass,  442 

Boston  Stock  Exchange 
ASfi^n-.of  Leased  Lias  Telegrapher©  of  Hew 

England 

General  Securities  Committee  of  Hev  England 

BRIEF  SUBMITTED  IN  OPPOSITION  TO  PROPOSE®  CODE  449 


STATEMSHT  OF  MR,  LABREHCE  FOX  jr, »Lofi  Angela©  480 
^presenting  the  Pacific  Coast  Ase°n,  of 
.Her/  York  Stock  Exchange  Firms 

STATEMENT  OB*  UR.  JOSH  HU  UADRA  473 

Representing  John  F,  Clark  &  Company 

List  of  Sire  Connect lone  of  Clark  A  Co  474 

STATEMENT  OF  MR,  F.  Be  HILKIHSON  479 

Representing  the  Ervin  Cotton  Kills  Company 

LETTER  TO  -  L,  Hc  Peebles  Key  16,  1S340  480 

FROM  -  the  Erwin  Cotton  Kills  Go*  ,  Durham, 

Ho  Co 

STATEMENT  OF  MR,  G„  G0  DONLXNG  484 

Representing  the  Hew  Orleans  Cot to n  Exchange 

STATEMENT  OF  im,  KARL  Pu  LOOS  489 

California  Fruite  Growers*  Escksnga,  Los 
Angeles f  California 

STATEMENT  OF  MR,.  MOULTRIE  HITT  501 

Representing  the  Utility  Accountants  end 
?3*  Consultants 

This  Party  503 

Others  Also  Interested  503 

Its  Interest  la  as  a  "Consumer*  603 


. 


•  ' 


' 


Page  3, 

Telegraph  Communication 

Index 

?  Sk  a  k 


More  Economical  Typea  of  Service  503 

Types  fc'e  Use  503 

Call  Box  and  Machine  Chargee  504 

ARTICLE  VII  -  Page  8-11  504 

Proposals  504 

Section  3  -  Page  10  505 

Section  4  -  Page  11  506 

Section  5  =  Page  11  *  506 

Section  6  -  Page  11  507 


\ 


*« 


NATIONAL  RECOVERY  ADMIHI  STRATI  OH 

Washington,  D„  G* 

May  17 ,  1934- 

r«  tj>9  at  uS! 

HEARING  oh 

CODE  OP  FAIR  COMPETITION 
FOP.  THE 

TELEGRAPH  COMMUNICATIONS  INDUSTRY . 

The  above-an titled  matter  came  on  for  hearing  at  10;00 
o'clock  a,  m>s  In  the  auditorium  of  the  Department  ox  Coomeroe 
Building,  Deputy  Administrator  Leighton  H>  Peebles  presiding. 
There  were  present  also? 

0>  H,  Osthagen,  Assistant  Deputy  Administrator 5 
Go  H-  McDermott?  Secretary  to  the  Deputy  Administra¬ 
tor,  and 

Of  the  Industrial  Advisory  Boards 
Dexter  A,  Tutein. 

Of  the  Labor  Advisory  Boards 

Dc  Va  Tracy  and  He  K,  Brunck. 

Of  the  Consumer s 1  Advisory  Boards 
Ho  G.  Johnston. 

Of  the  Research  and  Planning  Division; 


A.  Jo  Hettinger,  Jr* 


■ 


_ 


Of  the  Legal  La  via  ion; 

J,  Go  B oott,  T.  H.  Kennedy,  and  J»  Skilling. 
Representing  the  Interstate  Commerce  Commission; 

Arnold  Cu  Hausen. 

PRQOEELXiGS . 

Deputy  Feeble 3  t  We  will  continue  y/ith  fchs.'  heading  "£*••  «. 

the  purpose  of  developing  a  code  for  the  Telegraph  ^offlmu-nir. ■& 

tions  Industry. 

Colonel  Davis,  are  you  ready  this  morning? 

Mr.  Davis s  Yes,  sir. 

Deputy  Peebles;  Colonel  Man ton  Davie  of  the  i  adio  pox- 

poration . 

Mr.  Davis i  Mr.  Administrator  and  gentlemen;  i  appear 
oa  "behalf  of  the  Radio  Corporation  of  America  and  its  ;om^uu~ 
loation  subsidiaries,  R.  C.  A.  CowinleatiOM ,  I»e.,  «>•  Sadi: 
Marine  Corporation;  tbs  first  engaged  in  point-to-point  .»nd 
international  communication,  and  the  seoond  engaged  In  nor.- 

munlcation  with  ships  at  sea. 

You  have  recently  heard  a  great  deal  about  unfair  prac¬ 
tices  -  There  is  one  thing  that  you  have  not  heard,  and  that 
is  any  complaints  about  unfair  practices  of  the  N.  H.  tt~ 

self ,,  and  I  say  with  all  good  will  and  with  ail  gcoa  humor, 
that  „  Mr,  Administrator,  is  now  what  you  are  about  to  hear 
X  invite  your  attention  to  rg^e&3a  4889  and 


. 


to  write  a  oode  fox  the  Industry  followed  the  public  bearing 
on  hay  2  when  only  one  of  the  companies  involved*  the  Postal 
Telegxsph-Cable  Com  any  offered  any  cooperation.- 

X  call  on  the  ft.  R.  A,  itself  and  the  gentlemen  of  the 
'*!„  k,  Administration,.  both  those  here  present  and  those 
who  preceded  you  in  the  JA,  R,  A«  discussions*  to  hear  witness 
to  the  exact  accuracy  of  the  statements  1  am  about  to  make* 
T*fcea  the  first  discussions  were  begun  about  L  R ..  A„t 
■he  discussions  ware  largely  concerning  the  amelioration  of 
working  conditions^  hours  and  wages,,  and  I  take  it  that  every 
on©  will  agree  that  this  is  one  of  the  primary  and  one  of  the 
fundamental  purposes  of  L  R.  A.  In  those  discussions,,  there 
was  a  telegraph  organ! zatior- —that  was  the  Postal — whioh  in¬ 
sisted  to  you  and  to  all  of  the  other  telegraph  companies  be¬ 
sides  themselves  that  the  proposals  with  respect  to  hours  and 
wages  that  were  then  under  discussion  were  impossible  for  them 
to  meat.  And  they  besought  the  other  telegraph  organizations 
and  the  H,  a,  people  not  to  insist  on  the  provisions  that 
were  under  discussion,  and  it  was  in  consequence  of  this  that 
she  provisions  that  are  row  in  effect  were  adopted  and  which 
with  respect  to  hours  and  wages  were  provisions  which  the 
Administrator  state  were  wholly  un satisfactory . 

Row,  Doming  so  ray  own  organ  lotion  May  I  invite  your 


attention  to  the 


n-vitement  made  on  behalf  of  R  C.  A-  at  the 


' 


■ 


I  jg|||3H 

* 


hearings  of  May  2,  and  that  statement  was  not  different  from 
the  statement  that  has  been  made  on  behalf  of  R,  C,  A.  since 
these  discussions  first  began,  In  that  etatement  this  langu¬ 
age  we  used; 

(tCn  August  23s  Radio  Corporation  of  America  wrote  to  Gen¬ 
eral  Hugh  Sc  Johnson  that  ail  of  Its  subsidiaries  had  taken 
steps  or  are  taking  steps  necessary  to  bring  them  under  the 
Act  by  having  Joined  with  others  in  their  respective  indus¬ 
tries  in  submitting  agreements  for  your  consideration  or  by 
signing  the  President’s  Reemployment  Agreement  ,** 

The  same  communication  to  General  Johnson  further  stated.^ 
nIt  is  the  desire  of  the  Radio  Corporation  of  America  to 
cooperate  with  the  national  Recovery  Administration  through 

actios  by  the  parent  company  as  well  a e  through  action  by  the 
subsidiaries, u 

A  copy  of  that  letter  was  transmitted,  Mr,  Administrator.- 
to  you  on  KoverabGr  13,  1933, 

fhe  statement  on  behalf  of  my  corporation  on  the  2nd  of 

May  further  continued^ 

rtThe  position  of  the  Radio  Corporation  of  America  and  its 
subsidiaries  is  now  what  it  has  been  at  all  times  sinoe  the 
K#  Ro  A*  organised  by  the  company.  The  manufacturing  eub- 
sidiaries  of  the  Radio  Corporation  of  America  and  C»  a*~ 

Victor  Company  and  the  R.  o.  A , -Radio tron?  employing  approxi¬ 
mately  15*000  men  alowe  have  long  ago  signed  the  codes  appli- 
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cabla  to  their  reapeotive  Industries  and  arc  operating  there¬ 
under-  R,  C-  A »  Ino-  and  Radio  Marin®  Corporation  of  America 
no^  operating  under  the  President's  Reemployment  Agreement  Fill 
gladly  cooperate  in  the  preparation  of  and  sign  any  acts  cover¬ 
ing  wagea*  hours  and  conditions  of  labor  in  the  Telegraph 
Communications  Industry  which  is  agreed  to  toy  the  Western 
Union  Telegraph  company  and  the  Postal  Telegraph  Company  and 
ocher  subsidiaries  of  the  International  Telegraph  &  Telephone 
Company  and  approved  by  the  JJ«  R.  a0« 

X  think  you  win  search  and  search  in  vain  in  tbs  state¬ 
ments  made  by  the  Postal  Company  for  any  unequivooable  and  un¬ 
conditional  statements  about  their  willingness  to  ameliorate 
ths  conditions  of  labor  with  respect  to  wages  and  hours „  They 
have  said  to  you  again  and  again  that  they  will  do  something 
you  wxllp  and  the  something  that  they  ask  you  to  do  Is  to 
exercise  the  powers  of  the  government  in  their  interest  in 
taking  away  from  their  competitors  something*  many  of  those 
things  which  through  years  of  effort  and  the  expenditure  of 
much  mousy  those  competitors  have  built  up., 

Enougu  of  that,  Mr-.  Administrator*  Having  every  conf idence 

in  the  rectitude  and  full  desire  of  the  Administration  to  do 

justice  and  to  deal  fairly,  1  rather  think  you  0-7-3  us  some 

honorable  amends, 

Sov?»  referring  to  the  coda  before  you,  aay  I  ask  you  for 
a  momant  to  look  at  Article  VII,  Section  7.  The  repetition  of 


' 
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words  *A'ithln  the  United  Stateeff  has  led  me  to  believe 

that  your  purpose  in  this  draft  was  to  exclude  regulation  of 
international  communication,  business,  and  X  think  that  is 
wisOo  l  shall  not  attempt  to  repeat  the  arguments  1  made  be- 
iore  you  on  the  3d  of  ?4ay  to  the  effect  that  in  international 
communication  circuits p  and  that  is  particularly  true  with 
reference  to  international  communication  circuits  by  radio, 
foreign  governments  and  administrations  having  claimed  the 
same  right  and  the  earns  power  to  regulate  rates  and  practices 
over  those  as  has  our  government,  and  in  consequence  of  that 
practical  difficulty 9  x  assumed  that  it  was  is  this  section 
you  had  intended  to  eliminate  regulation  of  such  circuits. 

In  order  to  carry  that  intent  to  effect,  may  I  suggest 
that  in  Section  ?;>1  lisa  4,  after  the  word  }J competition0 ,  that 
there  be  inserted  the  words  "pertaining  to  telegraph  oommuni- 
oations  originating  in  and  deetined  to  points0— when  the  lan« 

suag6  continue  to  read  picking  up  the  printed  matter 

^within  the  United  States"  and  so  forth* 

Ana  in  the  same  section,  on  page  13*  the  first  line  after 
the  words  "the  United  States"  X  suggest  the  insertion  of  the 
words  55  in  respect  of  such  communications „  * 

X  think  perhaps  this  is  not  the  time  to  discuss  in  detail 
orally  at  such  a  meeting  the  various  sections  and  provisions  of 
the  code  relating  to  the  alleged  unfair  practices.  That  dis¬ 
cussion,  X  thinh,  could  tetter  be  in  the  form  of  a  brief  which 


. 

. 
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I  will  ask  leave  to  file  at  the  conclusion  of  the  discussion , 

Deputy  Peebles  i  You  may  have  that  permi salon 

Mr-  Davis:  However*  there  is  one  general  point  that  I 

would  like  to  make,  and  that  is  this,  This  proposed  code 
would  regulate  a  great  many  matters  already  now  covered  by  the 
Interstate  Commerce  Aot,  but  what  is  more  important 5,  covered 
in  very  great  detail  in  the  legislation  now  pending  before 
Congress  and  which  apparently  has  every  prospect  of  passing* 

It  seems  to  me  almost  impossible  to  think  that  the  government 
of  the  United  States  would  provide  two  methods  of  regulation 
and  two  regulatory  bodies.  As  for  example*  two  regulatory 
bodies  each  of  which  would,  have  jurisdiction  to  determine  the 
reasonableness  of  a  particular  rat©*  one  of  which  might  deter¬ 
mine  that  the  rates  were  reasonable  and  the  other  that  the 
earns  rate  was  unreasonable. 

The  best  of  judgments  sometimes  disagree.  What  would  a 
communications  organisation  do  when  subjected  to  the  .jurisdic¬ 
tion  of  two  independent  regulatory  bodies*  ep.**h  apparently 
having  equal  jurisdiction  over  the  same  matters?  It  would 
soemp  therefore*  that  the  suggestion  would  be  in  order  to  U*  Ft 
Ae  that  comprehensive  rsguiatiea*  rates  and  charges  and  oper¬ 
ating  practices  and  the  rest  and  the  rest  and  the  rest  might 
well  await t  and  that  in  this  day  of  hurry  and  doubt  and  diffi¬ 
culty  and  confusion  you  do  not  add  to  all  that  by  sotting  up 
another  comprehensive  regulatory  system  in  addition  to  the  on a 
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already  in  existence  ae  sao  far  as  the  radio  is  concerned;  toe, 

and  in  addition  to  the  ways  contemplated  in  the  legislation 

cow  before  Congress, 

Thank  you* 

Deputy  Peebles?  I  want  to  ask  you  a  few  questions* 

Colonel  Davis  * 

You  stated  that  you  have  signed  the  code*  You  meant  that 
you  had  signed  the  President’s  Reemployment  Agreement «. 

Mr.  Davis;  Yes*  sir* 

Deputy  Peebles;  And  In  signing  the  President Je  Reemploy¬ 
ment  Agreement,  you  agreed  to  cooperate  in  submitting  a  code 
to  the  administration o 

Mr*  Davie;  I  so  understand « 

Deputy  Peebles:  Have  you  cooperate  in  submitting  a  per¬ 
manent  code  to  the  Administration,-. 

Mr.  Davie;  Our  cooperation  in  my  oininion,  Mr  -  Adminis¬ 
trator,  is  complete  when  we  have  told  you  that  we  are  ready  to 
cooperate  In  respect -to  hours  and  wages*,  and  that  so  far  as 
our  organisations  are  concerned*  that  the  dotted  line  will  be 
signed  whenever  either  the  other  telegraph  organisations  agree 
or  the  regulation  with  respect  to  those  matters  is  fixed.  In 
connection  with  matters  outside  of  the  scops  of  wages  and 
hours 9  we  have  argued  to  you  and  continue  the  argument  that 
even  as  the  railroads  are  not  brought  under  the  N.  R„  A-  so  re 
rhe  equally  with  the  railroads  are  subject  to  the  jurisdiction 


'iff 
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now  of  the  Interstate  Commerce  Commission  ought  not  to  be  sub* 
ject  to  an  additional  jurisdiction., 

Deputy  Peebles:  That  point  la  one  which  ie  going  to  be 

debated  by  the  lawyers.  I  won 8 1  attempt  to  debate  that,  the 
question  in  my  mind  is  this,  -  have  you  submitted  to  the  Ad¬ 
ministration  in  any  way  or  for®  which  might  be  considered  as  a 
suggest ion ,  as  to  a  code  of  wages  and  hours  which  might  be 
made  a  permanent  code. 

Mr*  Davis;  $oP  sir;  exoept  in  the  statement  that  we 
have  made  to  you,  namely,  that  we  are  willing  to  subscribe— 
our  organisation  is,  as  I  stated  to  you8  willing  to  subscribe 
to  regulations  with  respect  to  the  telegraph  industry  that 
would  comprise  a  40-hour  week  and  a  $15  minimum-  You  remember 
that  I  made  that  statement  before  you  myself,  and  whatever 
little  qualification  there  is  in  it  Is  contained  in  that  state 
raent . 

Deputy  Peebles:  1  take  it  you  would  have  no  trouble  In 

complying  with  the  proposed  wage  and  hour  schedule  in  the  pro¬ 
posed  code? 

Mr*  Davis:  Trouble,.,  yes*  That  we  accept  it  so  long  as 

it  is  applicable  to  our  competitors  equally,  yes. 

Deputy  Peebles s  Have  you  any  idea  what  extra  expense  it 

*'Oulb  cost  your  company? 

Mr*  Davis:  How,  kix,  Administrator 8  I  am  not  the  man  of 


. 
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figures  of  icy  company.  It  would  be  expensive t  but  that  expen 
will  be  quite  willing  to  bear  in  the  into  re  at  of  the  re¬ 
covery  that  is  your  purpose,  What  that  expense  would  be,  if 
you  desire  it  or  require  itp  X  should  be  glad  to  have  the  fig¬ 
ures  submitted  to  you.. 

Deputy  Peebles:  You  referred  to  this  proposed  communi  ¬ 

cations  bill-. 

Mr.,  Davis ;  Yess  sir* 

Deputy  Peel  lee;  Have  you  any  idea  as  to  when  and  if 
that  bill  may  pass s  when  it  could  be  made  effective  to  tbs 
extent  that  it  might  help  the  labor  conditions  of  the  indus¬ 
try? 

Mr  o  Davis :  It  should  be  effective  very  quickly  with 

respsot  to  hours  and  wages* 

Deputy  Peebles:  Does  it  touch  on  hours  and  wages? 

Mr.  Davies  Hours  and  wages,  as  I  remember  the  bill,  and 
I  have  studied  it  very  carefully,  are  not  included,  and  it  is 
for  that  reason  that  we  have  always  suggested  to  you  that 
reasonable  regulations  with  respect  to  the  hours  and  wages, 
we  are  ready  no w  and  always  have  been  ready  to  subscribe  be- 
■  fore  the  H«  H.  A„  It  might  well  be  that  the  Federal  Communi¬ 

cation®  Commission  as  provided  for  in  the  bill  in  its  general 
regulatory  power  would  have  jurisdiction  over  hours  and  wages 
but  however  that  might  be*  w$  have  stated  to  you  and  we  re¬ 
peat  our  will inginees  in  this  regard- 


■ 
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Deputy  Feeble a  a  Thank  you* 

Have  you  any  questions? 

Kr°  Sco  tt  a  Any  other  proposals  that  you  k-  .  specific 
proposals  ,tor  amendments  to  the  present  draft  of 

rill  be  contained  In  your  brief,  win  they  Colons 

that  your  statement? 

It 

Mr ^  Davis c  -hat  is  truss,  but  I  have  been  very  reluc¬ 

tant  and,  perhaps f  will  continue  to  be,  to  make  any  specific 
8USg68tioB8  in  respect  of  the  matters  which,  in  my  opinion, 
tfhXl  be  comprehended  with  the  regulatory  power  of  the  new 

federal  communications  commission,  which  will  likely  soon  be 

set  upo 

Mr  o  So o  1 1 ;  Thank  you  -> 

Deputy  Pe ebl e s ?  Thank  you ,  Col one!,. 

Is  there  any  other  appearance  for  the  Rs  0 *  a,? 

Hr.  Davig 2  Ho. 

copy 
.3 f  of 
?.  Cooper 

Deputy  Peebles j  ax,  c.  p.  Cooper,  of  the  American  Tele- 

phone  and  Telegraph  Company, 

t 

w  tfcac 
Bishop 

• 
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STATEMENT  ON  BEHALF  OF  BELL  SYSTEIi  COMPLIES 

AT  HEAHIHO  ON  TELEGRAPH  CODE  .may  10s  1934, 

Fraru  the  time  the  National  .Recovery  Act  was  adopted 

U  haC  **“  tbS  P°Ucy  Qf  the  *•*!  System  Companies  to  coop¬ 
erate  with  the  Recovery  Administration  in  the  accomplishment 

°f  thS  P':arp°SeS  of  the  Act°  *e  have  sine  eroiy  doubted 

the  applxoablritj.  oS  the  Act  to  an  industry  already  subject 

40  Sovernmental  regulation  our  companies  have  been  operating 

toder  a  Pre8ldenWal  dement  since  the  early  part  of  August 
1933 '  snd  at  the  Adniaietrator • e  request  we  have  fuea  * 
Recovery  Act  Code  which  is  now  in  the  post-hearing  stage., 

Sln°S  th®  Si8niag  ot  tiie  Bell  System  Presidential  Agreement 
c«r  companies  have  increased  or  are  in  process  of  increasing 
their  payrolls  at  the  rate  of  thirty  million  dollars  annually, 
and  more  than  seven  thousand  new  employees  have  been  added, 
aU  WUhout  tooxozae  of  rates  or  charges  to  the  public.  The 
Deputy  Administrator  in  charge  of  this  hearing  has  had  charge 
of  the  proposed  Ball  System  Code  for  a  number  of  months  and  X 
make  the  statement  that  the  Bell  System  Companies  have  fairly 
and  fully  cooperated  with  the  Recovery  Administration  since 

it0  in06ption  wltu  tuX1  confidence  that  he  will  concur  in  the 

correctness  of  this  statement. 

At  the  time  the  first  telegraph  code  was  submitted  last 

8U!,'“*er  %hSS*  was  ao  ®«SSCstion#  at  least  so  far  as  we  have  been 
advised,  that  we  should  have  any  part  In  it.  Bhlle  for  nearly 


' 


- 


fifty  years  the  Ball  System  Companies  have  leased  telegraph 

circuits  7.  venture  the  statement  that  until  the  possibility 
of  bettering  its  position  in  the  telegraph  field  through  the 
NoIUAo  occurred  to  the  smaller  of  the  telegraph  coBipsnlea 
the  telegraph  industry  has  been  limited  in  the  minds  of  those 
engaged  in  it  and  the  public  generally  to  those  companies 
^hich  do  a  public  telegraph  message  business,,  as  Mr„  White. 
President  of  the  Western  Union  Company ,  testified  at  ths 
first  hearing  of  this  code;  51  For  the  purpose  of  the  national 
Recovery  -ci  the  telegraph  industry  consists  practically  of 
two  companies;  our  own  and  the  Postal*  ** 

'men  the  thought  of  enlarging  the  definition  of  the 
telegraph  Industry  beyond  that  ordinarily  conceived  of  and 
at  the  same  time  regulating  tirade  practices  in  the  expanded 
industry  under  a  Recovery  Act  Code  was  launched  wo  did  not 
feel  that  we  could  or  should  join  in  the  submission  of  such  a 
code,  notwithstanding  our  desire  to  cooperate  and  our  policy 
and  practice  of  cooperating  with  the  Recovery  Administration* 
Our  thought  here  was  founded  on  at  least  three  bases  which 
seem  to  us  to  be  fundamentals  (1)  We  Believe  that  the 
Interstate  Coum  ©rc©  Commission  and  not  the  Recovery  Adminis¬ 
ter,  ation  has  jurisdiction  as  to  the  trade  practices  complained 
of  by  one  of  the  telegraph  companies;  (3)  it  seems  to  us  the 

the  inevitable  effect  of  the  proposals  suggested  by  that 
company  would  be  the  raising  of  rates  to  our  cu^omers,  ^hioh 


’ 
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undar  present  conditions  ws  think  would  be  against  the  public 

interest;  and  (3}  we  think  the  proposals  made  would  adversely 
affect  our  employees  and  their  welfare; 

Our  views  as  tothese  matters  have  not  changed  but 
rather  have  confirmed  as  a  result  of  the  hearings  on  this 
code  to  date,  but  the  Administrator  has  seen  fit  to  suggest 
a  cod®  along  the  lines  urged  by  the  complaining  company,  and, 
this  being  39  it  is  our  purpose  briefly  to  discuss  the  pro* 
visions  of  this  code  in  the  hope  that  if  the  Administrator 
adheres  to  what  we  take  it  is  his  teaative  conclusion  and 
imposes  a  code  on  &a  expanded  telegraph  industry  he  may  be 
fully  informed  as  to  the  facto  which  have  a  bearing  on  th© 
matters  here  relevant* 

In  Article  XX  of  the  proposed  code  the  following  is 
contained  as  the  definition  of  *  telegraphic  CommunicatioxisM  s 

55  The  words,  Holographic  communications*  as  used 
herein  shall  mean  any  record  communication  transmitted  by 
cable,  wire  or  radio,  or  impulses  for  the  reception  or 
reproduction  of  such  communications,  or  any  other  activity 
incidental  thereto  or  connected  therewith,  including  the 
giving,  leasing,  or  furnishing  of  equipment,  instrumentalities, 
facilities,  or  services,  to  the  extent  used  in  tho  transmission 
or  reception  of  such  communications**4 

This  definition  obviously  is  broad  enough  to  include 
the  following  as  forms  of  telegraphic  communications  The 


' 

* 
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communication  of  sound  where  , either  at  the  sending  or  receive- 
ine;  ©ad,  a  record  thereof  Is  made  or  filed*,  For  example  it 
would  include  a  telephone  service  in  which  the  message  received 
over  the  wires  ie  recorded  at  the  subscriber® s  instrument^  it 
would  include  the  transmission  by  telephone  of  a  message 
which,  for  purposes  of  record,  la  filed  either  at  the  trans¬ 
mitting  or  receiving  end;  it  would  include  the  broadcasting 
of  prepared  speeches  where  the  matter  broadcasts  filed  for 
record;  it  would  include  the  broadcasting  of  so-called  elec¬ 
trical  transcription  records,  that  is,  the  transmission  of 
phonographic  records  e 

Also  since  the  definition  indues  8any  other  activity 
incidental  thereto  or  connected  therewith,  including  ®  ® 
iuraishing  of  equipment  0  ®  *  , r?  it  would  seem  to  include 
what  is  more  than  a  part  of  a  telegraph  arte  It  might  include 
for  example,  furnishing  the  special  form  of  paper  for  use  on 
tele-typewriters  which  is  supplied  in  enormous  quantities  by 
various  paper  companies 0 

If  the  proposed  code  is  intended  to  cover  what  is 
ord  inarily  considered  as  telegraphy,  but  bringing  in  tele¬ 
typewriter  exchange  and  leased  wire  service,  as  we  assume  the 
purpose  to  be, something  like  the  following  would  be  a  proper 
definition  for  the  words  “telegraphic  communl  oa  t  ions*3  • 

MThe  words  p  Telegraphic  Communications”  aa  used  herein 
mean  the  electrical  transmission  X3V  recaption  by  cable,  wire, 
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or  radio  of  messages  transmitted  by  signals  or  impulses  cor¬ 
responding  to  the  letters  of  the  message  and  includes  the 
giving,  leasing  or  furnishing  of  equipment,  instrumentalities f 
facilities  or  services  distinctive  to  such  tr  ansmission  or 
reception*  R 

In  suggesting  this  definition  we  do  not  want  it  to  be 
understood  that  we  are  consenting  toor  joining  in  the  sub* 

mission  of  this  code  or  of  a  code  for  the  telegraph  indust rye 
But  in  this  connection,  as  in  the  other  matters  hereinafter 
referred  to,  we  think  we  can  be  of  service  to  t he  Administra¬ 
tor  most  effectively  by  giving  to  him  Gin*  ideas  on  these 
matters  in  as  concrete  form  as  is  possible,. 

The  provisions  of  Articles  III  to  ?X  inclusive  of  the 
proposed  code  are  not  objectionable  to  us  to  any  appreciable 
extent  so  far  as  their  content  is  concerned,  but,  as  the 
Deputy  Administrator  knows,  they  differ  very  greatly  from 
similar  provisions  in  the  pending  Bell  System  Code,  and  this 
difference  could  not  fail  to  produce  a  tremendous  amount  of 
confusion  and  difficulty  in  application  Most  of  our  plant 
and  maintenance  men  in  additi  on  to  many  traffic,  commercial, 
accounting  and  other  employees  have  to  do  with  facilities  used 
for  both  telephone  and  telegraph  work,  as  the  latter  is  de¬ 
fined  in  ths  proposed  code,  and  the  difficulties  we  would 
have  under  two  codes  must  bo  apparent*  It  is  true  that  by 
and  large  the  provisions  of  the  Bell  System  Code  are  more 
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favorable  to  the  employees  that  those  of  this  proposal  code, 
and  it  is  else  true  that  our  oomapnles,  whatever  may  be  the 

conclusion  ot  the  Administrator  as  to  this  code,  could  and 
perhaps  would  follow  the  maximum  hour  and  minim™  sago  pro- 
visions  of  the  telephone  code  so  far  as  those  provisions  wa„ 
-ore  favorable  to  their  employees,  but  obviously  it  will  be 
difficult  to  have  one  employee  in  a  group  on  an  overtime 
basis  if  he  worts  more  than  eight  hours  l„  any  oue  dayj  „ 

our  telephone  code  provides,  and  another  employee  in  tn. 

SaKe  gr°Up  °a  “  ovem“e  if  be  works  for  more  than 

ty  hours  in  any  on®  week,  as  the  proposed  telegraph  oode 

provides,  when  the  same  employee  lo  engaged  in  both  tele- 
phone  and  telegraph  work,  a3  would  be  the  case  with  many 
thousands  of  our  employees  the  practical  difficulties  of 
the  sort  indicated  become  almost  insurmountable,  if  ln  a? 

3- ./nation  the  policy  heretofore  adopted  by  the  Recovery  Ad« 
ministration  that  employers  should  not  be  placed  under  more 
than  one  code  if  possible  is  applicable  to  this  situation, 

Tt?°  C°dee  f°r  EeU  Syeteffi  ®^Ploye@3  will  produce  confusion 

Kiany  times  oonfuu4t5d> 

Several  provisions  of  Articles  III  to  XI,  however, 
should  be  specifically  mentioned. 

Section  1  of  Article  III  provides j  »A  normal  work 
day  shall  not  exceed  eight  consecutive  hours."  a  literal 
interpretation  of  this  provision  would  limit  a  normal  day  to 


. 
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novon  working  h  cure  added  to  ti le  hour  lunch  period  ordinarily 
permitted,  with  tae  result  that  the  maximum  forty-hour  week 
could  not  be  worked  in  five  days*  Possibly  this  is  not  the 
intended  meaning  of  the  sentence  quoted,  but  if  it  is  X 
think  1  can  say  that  this  provision  would  be  extremely  ob= 
neotionable  to  our  employees,,  Our  suggestion  is  tnat  this 
provision  be  omitted  and  that  there  be  a  provision,  if  so  de¬ 
sired,  a that  overtime  shall  be  paid  for  time  worked  more  than 
eight  hours  in  any  one  day0 

Section  4  of  Article  III  restricts  the  maximum  working 

week  to  forty-eight  hours,  including  all  emergency  overtime 

There  is  no  such  restriction  in  the  Telephone  Codes  and  from 

«• 

a  service  standpoint  it  is  highly  objectionable.  Although 
emergencies  which  require  more  than  forty-height  hours  per 
week  would  be  very  rare,  on  the  few  occasions  when  they  do 
occur  due  to  sleet  storms,  flood  damage,  fire,  etcc  this 
limitation  might  cause  serious  reactions  on  the  service „ 
Section  3  of  Article  Xv  €g>  .arently  is  intended  to 
cover  a  working  practice  of  the  telegraph  companies  where 

messengers  are  waiting  for  assignments,  but  there  are  sit¬ 
uations  in  the  Bell  System  that  might  be  confusing  in  this 
cormection*  We  have  an  arrangement  whereby  section  linemen 

are  subject  to  call  at  all  times,  unless  specifically  excused 
by  their  supervisor  in  charge,  a  working  basis  which  under  the 
circumstances  obviously  is  both  necessary  and  proper.  With- 
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out  doubt  it  not  the  purpose  cf  tills  section  to  affect 

an  arrangement  of  this  kind,  but  Its  language  is  so  broad 
that  it  might  be  thought  to  do  00, 

In  beet Ion  9  of  Article  V  provision  is  made  for  the 
establishment  of  an  industrial  relations  committee  for  the 


industry,  including  a  clause  that  if  no  truly  representative 
labor  organisation  exists  the  employee  members  of  the  committee 
shall  be  nominated  by  the  Labor  Advisory  Board  and  appointed 
bv  the  Administrator*  in  the  Long  Lines  Department  of  the 
American  Telephone  and  Telegraph  Company,  aa  well  as  in  all 
the  Bell  System  Associated  Companies,  there  are  representative 
labor  organisations  which  ha  ve  existed  for  a  number  of 
years,  but  of  course  these  organisations  have  no  connection 
with  the  labor  organizations  in  the  telegraph  industry  as 
that  industry  is  ordinarily  thought  of®  Also  the  problem 
of  our  employees  who  might  be  included  within  the  broadened 
definition  of  the  telegraph  industry  now  proposed  axe  very 
different  from  tliose  of  the  employees  of  the  telegraph  companies 
and  it  would  eeeai  clear  that  it  would  neither  be  wise  nor 
desirable  that  an  industrial  relatione  committee  should 
include  representatives  of  our  employees  together  with  those 
of  the  telegraph  companies*  Our  suggestion  In  this  connec¬ 
tion,  if  industrial  relations  committees  are  to  be  established 
would  be  that  the  ©slating  employees9  organisations  be 
recognised  where  they  are  in  fact  representative,  and  that 
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those  oomrnittes  "be  limitsd  f  at  least  oo  far  as  w©  and  our 
employees  are  cone  erned,  to  representatives  of  those  employees 
and  of  the  Bell  System  management 0 

Coming  now  to  the  proposed  trade  practice  rules  of 
Article  YII ,  I  shall  here  assume,  contrary  to  both  law  and 
fact  as  w©  see  it*  that  the  Recovery  Administration  has 
jurisdiction  as  tothese  matters*  At  the  outset  I  want  to  make 
it  clear  that  we  do  nut  object  and  have  not  objected  to  regu¬ 
lation  of  these  practices  by  the  public  authorities*  are 
used  to  regulation  and  we  believe  that  it  is  in  the  public 
interest*  For  many  years  the  telegraph  companies  have  had 
a  forum,  the  Interstate  Commerce  Commission,  available  for 
whatever  grievances  they  have  in  this  connection,  where 
evidence  can  be  taken  under  oath  and  subject  to  oros B-exarain- 
at  ion*  The  record  shows  that  the  officers  of  the  Eastern 
Union  recognize  that  the  Interstate  Commerce  Commission  is 
the  proper  forum  for  the  regulation  of  these  practices*  In¬ 
deed  the  record  also  shows  that  so  recently  as  two  weeks 
before  the  present  session  of  Congress  the  officers  of  the 
Postal  Company  took  the  position  “That  they  had  no  th  ought 
of  asking  for  a  code  of  trade  practices  and  did  not  want  One** 
t Record  on  p©3t* -hearing  conference*,  p*  50}  0  But  whatever 
may  bs  Postal »s  Inconsistence/  or  its  reason  for  changing 

its  position  I  think  we  can  show  that  the  practices  complained 
of  are  fair  aud  proper  and  do  not  constitute  unfair  competition. 
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Sine©  the  only  abjeofcion  to  our  rates  as  such  in&t  has 
been  made  inth^se  proceedings  is  the  claim  of  the  Postal 
Company  that  our  teletypewriter  exchange  rates  are  too  low 
I  take  it  that  the  fir3t  part  of  Section  3  of  Article  VII  may 
be  takra  to  be  aimed  at  those  rates .  When  teletypewriter 
exchange  service  wag  first  introduced  it  was  placed  on  a  5 
minute  initial  period  basis*  If  the  telegraph  companies  had 
thought  that  this  service  was  unreasonably  discriminatory  to 
thair  regular  telegraph  message  service  it  would  seem  that 
they  would  have  put  their  timed  wire  service  on  a  similar  time 
basis,  either  at  the  same  or  less  rates *  They  chose,  however, 
to  place  timed  wire  service  on  a  3  minute  basis,  and  at  much 
1 ower  rates  than  our  teletypewriter  exchange  rates*  hater 
when  out  cuato.  era  objected  to  the  5  minute  basis  wa  changed 
t he  initial  period  to  3  minutes  and  reduced  the  rates* 

This  change  brought  teletypewriter  exchange  rates  substantial^ 
into  line  with  the  timed  wire  rates  of  the  telegraph  companies 
Instead  of  keeping  their  rates  on  this  b&b As, however,  the 
telegraph  companies  reduced  their  timed  wire  rates  below 
those  for  teletypewriter  exchange  service* 

W©  want  our  rates  for  this  class  of  service  as  well 
as  for  all  classes  of  service  which  we  render  to  be  just  and 
reasonable,  and  we  think  that  our  rates  are  just  and  reasonable 
and  w©  think  that  our  rates  are  just  and  reasonable  for  this 
service*  It  is  still  a  new  service  and  frankly  an  cxpei^iusntrh 


. 


one  on  our  part*.  The  apparatus  which  makes  this  service 

possible  was  developed  in  the  Bell  Laboratories  and  we  felt 
and  feel  that  it  should  be  offered  to  the  public  at  rat  ss 
which  will  be  reasonably  at tract ice  ©van  during  the  experi¬ 
mental  stage  through  which  it  is  passing,,  The  burden  of  the 
oomplalnt  her©,  however,  seems  based  on  the  fact  that  no  in¬ 
stallation  or  monthly  minimum  payments  are  required  from  our 
ToWoX  customers  rather  than  on  the  rates  which  are  charged 
in  and  of  themselves »  For  many  years  before  the  inauguration 
of  our  teletypewriter  exchange  service  both  telegraph  companies 
had  placed  telegraph  printers  in  the  offices  of  their  custom¬ 
ers  without  installation  charges,  these  printers  being  used 
in  transmitting  messages  between  the  offices  of  the  telegraph 
oompanies  and  those  of  their  customers „  There  were  approx-* 
imately  10,000  of  these  printers  in  use  in  1931  and  more  than 
that  number  are  in  jus©  at  the  present  time*  When  the  tele¬ 
graph  companies  decided  not  to  join  in  some  arrangement  for 
a  joint  offering  of  teletypewriter  exchange  service  it  wae 
apparent  that  these  10,000  printers  would  be  used  in  their 
competitive  timed  wire  service  and  they  have  been  so  used  by 
both  telegraph  companies *  Under  these  circumstances  obviously 
no  installation  charge  for  printers  used  in  telegypewriter 
exchange  service  could  be  made  by  ue0 

Much  the  same  comment  applies  to  the  claim  that  there 
should  ba  a  minimum  rental  for  teletypewriter  exchange  printers* 


» 
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Much  the  same  comment  applies  to  the  claim  that  there 

should  he  a  minimum  rental  for  teletypewriter  exchange 
print ers„  The  telegraph  company  printers  last  referred  to 
are  operated  without  stated  minimums,  although  it  is  doubt- 
less  true  that  the  telegraph  companies  ordinarily  will  not 
place  printers  in  the  offices  of  small  customers  just  as  wo 
will  not  place  teletypewriter  exchange  printers  in  the 
offices  of  small  customers *  In  short  the  situation  a ©  to 
to  these  telegraph  company  printers  is  quite  the  same  as  to 
tne  teletypewriter  exchange  printers  Installed  by  our  com¬ 
panies  in  not  requiring  stated  minimums* 

The  meaning  of  the  second  part  of  Section  3  is  not 
very  clear  but  its  language  might  be  interpreted  to  mean  that 
when  we  rant  telegraphic  facilities  to  the  LPost&l  Company, 
using  that  company,  as  an  example,  the  compensation  therefor 
must  be  low  enough  so  that  Postal 8 &  ability  tom&lataia  the 
provisions  of  the  telegraph  code  must  not  be  adversely  and 
materially  affected..  If  this  be  the  meaning  these  provisions 
are  highly  objectionable.  Certainly  there  is  nothing  in 
the  Re oo very  A-ot  which  would  justify  a  regulation  which  would 
require  our  charges  to  Postal, , again  using  that  c  ompany  a e  an 
example,  for  facilities  which  that  company  rents  from  us  to 
be  low  enough  so  as  to  constitute  a  guarantee  by  this  company 
or  Postal 6 8  operating  without  loss0  Of  course  this  interpre¬ 
tation  might  well  require  a  result  inconsistent  with  the  first 
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part  of  Sect  lea  3  alre  ady  commented  on,,  where  it  is  pro¬ 
vided  that  services  to  the  public  are  to  he  charged  at  not 
lets  than  reasonable  rates,  for  rates  low  enough  qo  that  the 
lessee's  ability  to  maintain  the  provisions  and  standards 
of  this  oode  would  not  be  materially  and  adversely  affected 
might  easily  be  far  below  the  just  and  reasonable  charges  r  en¬ 
quired  in  the  first  part  of  this  Sect ion .  Conceivably  our 
rates  to  the  public  mi  ght  be  raised  under  the  first  part 
of  this  Section  to  such  an  extent  .that  vie  could  get  no 
ou&iaees  in  the  telegraph  field  at  all  and  under  the  second 
part  of  this  Section  our  telegraph  facilities  might  have  to 
rented  to  Postal  at  rates  sufficiently  low  to  guarantee 
itsoper&tlng  without  loss*  Of  course  no  such  absurd  result 
was  intended,  but  at  the  very  least  this  Section  require© 
class  if  act  ion  and  limitation,. 

Section  4  of  Article  VII  seems  to  provide  that  no  nai£= 
ber  of  the  industry  shall  give  or  penult  rates  to  the  users 
of  any  class  of  service  which  in  airy  .manner  discriminate 
against  users  of  any  other  class  of  ssrvioeo  Tafcen  literally 
this  language  would  prohibit  in  the  telegraph  field  any  class¬ 
ification  involving  rates  lees  than  the  highest  rates  charged 
for  any  class  of  service,,  On  its  face  ife  wou  Id  prohoblt 
day-letter  rates  and  night-letter  rates  because  those  rates 
dlLicrimlnata  in  favor  of  the  users  of  those  classes  cf 
service  against  users  of  other  classes  of  service,,  It  would 
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go  sofas*,  again  making  a  literal  interpretation,  as  to  pro¬ 
hibit  entirely  all  of  the  eo-calied  leased,  wire  service f  tele--* 

typewriter  exchange  service,  timed  wire  service,  and  all 
of  the  other  special  services  which  are  given  by  the  telegraph 

companies o 

The  Deputy  Administrator  knows  and  everyone  concerned 
in  this  proceeding  knows  that  as  a  practical  matter  such  a 
suggestion  would  not  accomplish  the  purpose  intended,  for 
business  men  who  non  leas©  wires,  etc*,  not  only  would  not 
pay  the  public  telegraph  message  rate  for  the  matter  they  send 
over  leased  wires  but.  they  could  not  possibly  pay  that  rat© 
and  survive*  We  cannot  think  that  whoever  drafted  this  pro¬ 
posed  code  appreciated  the  possible  meaning  of  tun  language 
used  in  this  connection,  and  we  prefer  to  think  that  what  ho 
had  in  mind  was  to  prohibit  rat as  to  the  users  of  one  class 
which  would  unjustly  and  unreasonably  discriminate  against 
users  of  other  classes  of  service*  Possibly  this  Interpreta¬ 
tion  might  be  given  the  language  used  by  judicial  decision, 
but  if  this  is  its  meaning  it  should  be  so  stated,  and  tne 
language  1  have  used  in  the  suggestion  last  made  is  taken  in 
Gubstanos  from  a  similar  provision  of  the  Interstate  Oommaro© 
Aot,  where  it  is  provided  that  there  may  be  such  Classes  as 
are  just  and  reasonable fS  The  Interstate  Commerce  Act  further 
provides  that  "different  rates  may  be  charged  for  the  differ* 
ent  classes  of  messages* 55 
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If  Sac t ion  4  wer©  amended  ao  last  suggested  there  would 

bs  no  ot>Jeotion  to  It  as  a  statement  of  general  principles. 

The  difficulty,  however,  would  then  be  to  determine  whether  or 
not  a  particular  classification  or  rate  violated  the  provisions 
of  the  section.  If  complaint  were  made  as  to  any  such  classi¬ 
fication  there  would  have  to  be  a  detailed  investigation  either 
by  the  Administrator  or  by  another  Federal  agency  under  the 
provisions  of  Section  15  of  Article  VII.  If  the  investigation 
\n;re  made  by  the  Interstate  Commerce  Commie  si  on  the  result 
would  oe  quite  the  same  as  if  Section  4  were  not  in  existence 
au*  all,  for  the  Interstate  Commerce  Commission  already  has 
Jurisdiction  and  authority  to  make  Just  this  sort  of  m  Investi¬ 
gation*  Without  such  an  investigation  no  member  of  the  Industry 

cfvuld  kn0w  whether  or  act  a  particular  classification  and  a  par¬ 
ticular  rate  was  valid  or  invalid. 

It  should,  be  kept  In  mine,  that  the  classifications  of 
service  In  this  field  and  the  rates  thereunder  arc  not  only 
complicated  but  result  from  the  balancing  of  many  factors.  Our 
rxV7,Xo  service  may  be  used  as  an  example c  This  is  a  service 
v&lefc  is  given  by  no  other  company  than  those  of  the  Bell  System, 
and  it  differs  In  many  respects  from  the  timed  wire  service  of 
the  telegraph  companies,  particularly  in  that  it  gives  a  direct 
connection  to  those  who  are  using  the  service.  The  represents- 

Uves  of  one  telegraph  company  have  complained  that  our  rate,, 
for  this  service  are  low  compared  with  long  distance  fcalephine 
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rate  a  *  This  is  so  for  the  very  obvious  reason  that  a  long  ale-,, 
tance  telephone  cal!  offers  the  give  and  take  of  a  personal 
ooatact  that  no  type  of  telegraphy  can  possibly  offer*  Doubt¬ 
less  our  T aweXo  service  to  some  extent  oompetes  with  the 
public  telegraph  message  service  of  the  telegraph  companies , 
just  as  to  some  extent  it  competes  with  long  distance  tele¬ 
phone  service.  But  it  is  materially  different  from  both  and 
offers  a  service  to  those  who  use  it  that  is  better  for 
their  particular  needs  than  those  of  either  competing  service* 
The  f-ct  that  a  new  service  competes  with  an  existing  service 
or  discriminates  against  the  users  of  the  competing  service  doer, 
not,  and  never  has  so  far  as  we  know,  'been  thought  to  Justify 
the  conclusion  that  the  new  service  is  undesirable  or  that  it 
should  bs  discontinued*  As  the  United  states  Supreme  Court  in 
the  case  of  Board  of  Trade  v0  Christie  Grain  &  Stock  0o«,  .198 
U* S*  236,  248,  said,  in  the  language  of  Utr*  Justice  Holmess 

“the  natural  evolutions  of  a  complex  society  are  to  be 
touched  with  a  very  cautious  hand,  and  such  coarse  attempts  at 
a  remedy  for  the  waste  .Incident  to  every  social  function  ao  a 
simple  prohibition  arid  laws  to  stop  its  being  are  hamrful  and 
vain*  * 

Section  6  of  Article  VII  has  to  do  with  the  sale,  lease , 
or  use  of  appliances,  equipment,  parts  or  materials  used  in  tele- 
graphic  communications  for  charges  which  would  result  in  affects 
lag  materially  and  adversely  the  ability  of  any  member  of  the 
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Industry  to  maintain  the  provisions  and  standards  of  the  code, 

In  addition  to  certain  other  provisions.  Possibly  this  might 
be  Interpreted  as  requiring  each  member  of  the  industry  to  make 
Its  charges  to  the  public  for  all  telegraph  facilities  so  high 
that  the  ability  of  all  other  members  of  the  industry  to  operate 
without  loss  would  be  guarantied*  Inconsistently  enough,  if  . 
this  Interpretation  be  correct,  the  last  clause  of  this  Section 
prohibits  undue  increases  in  rates  to  the  public,  A.  rate  might 
easily  be  bo  low  as  to  affect  materially  and  adversely  the 
ability  of  a  competing  company  to  maintain  the  provisions  and 
standards  of  the  code  and  any  raise  which  would  cure  this  might 
cause  an  undue  increase  in  charges  to  the  public,  Cn  this  sit¬ 
uation  a  violation  of  Section  6  could  not  possibly  be  avoided 
in  any  manner 0  Perhaps  here  too  so  absurd  a  possibility  was ' 
not  contemplated,  but  m  submit  that  the  provisions  of  Section 
5  should  be  olariefied  and  limited  so  as  to  avoid  this  kind  of 
possibility  If  this  section  is  Included  in  whatever  code  may  be 
prescribed. 

Section  6  of  Article  VII  has  to  do  with  what  is  known 
in  the  Bell  System  as  a  hind  of  special  contract  service  which 
hae  been  referred  to  in  these  hearings  variously  as  leased  wire 
or  private  line  service*  It  is  here  provided  that  no  member  of 
the  industry  may  provide  leased  wire  service,  under  existing 
lease  or  otherwise,  which  permits  its  use  in  telegraphic 
communication  by  any  person  or  corporation  other  than  the 
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Here  also  the  language  used  Is  ambiguous,,  but  the  Deputy 

Admlni strator  has  advised  us  that  the  intent  of  this  language 

is  to  prohibit  all  such  service  for  others  than  on®  person  or 

firraQ  In  other  words  leased  v.lr©  service  would  be  permitted 

between  an  office  of  Corporation  A  and  an  office  of  Corporation 

B,  nor  between  Corporation  A  and  its  correspondents  at  any  other 

place o  This  provision,  if  approved  and  enacted  into  law,  would 

* 

take  this  phase  of  the  telegraph  industry  backward  about  fifty 
years,  for  it  Is  our  understanding  that  for  substantially  that 
length  of  time  the  so-called  correspondent  use  and  joint  use  of 
leased  wire  service  has  been  permitted  by  not  only  the  Bell  Syet^ 
Companies  but  by  both  telegraph  companies* 

The  American  Telephone  and  Telegraph  Company  made  its 
first  special  telegraph  service  contract  of  this  type  in  188?, 
thus  beginning  its  leased  wire  service  at  about  the  time  it 
started  in  business  as  a  long  distance  telephone  company.  The 
first  contract ss  of  this  kind  were  made  with  broker's,  but  they 
have  bean  extended  to  various  business  enterprises  whose  com- 
munieation  requirements  demand  speed,  continuity  and  large 
capacity*  Doubtless  the  various  uses  to  which  this  service  is 
put  will  be  commented  on  by  others  at  this  hearing  and  X  shall 
not  go  into  that  phase  of  the  ma'&sr  in  detail  at  th2  s  time* 

For  many  years  this  servios  was  rendered  only  through  Ltorss 
terminal  facilities,  but  in  191?  with  the  advent  of  the  tele¬ 
typewriter  the  sei'vice  came  to  be  rendered  both  through.  Hors® 
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terminal  facilities  ana  those  of  the  teletypewriter  At  the 
present  time  the  revenue  of  the  American  Telephone  and  Telegraph 
Company  from  it3  Morse  leased  wire  service  Is  approximately  equal 
to  that  of  its  teletypewriter  leased  wire  service*  So  that 
the  Administrator  may  be  advised  &e  to  the  extent  of  this  typo 
of  business  done  by  the  American  Telephone  and  Telegraph  Com¬ 
pany,  our  Exhibit  A  is  offered  at  this  time,  which  shows  the 
revenue  of  the  American  Company  from  these  types  of  service 
as  well  as  from  the  ?.W0X«  service,  the  latter  first  instituted 
in  1931,  from  the  years  1913  to  and  including  1933, 

EXHIBIT  A 

American  Telephone  &  Telegraph  Company 
Long  Lines  Commercial  Dept* 


ANNUAL  REVENUE  FRO?.; 


TYPEWRITER  SERVICES 


PRIVATE  LIME  KORSE  AND  TELE- 
ABO  TELETYPEWRITER  EXCHANGE 


Morse 


1913 

#2, 90S,,  655 

1914 

2,980,38? 

1915 

2,851,679 

1916 

3,678,178 

19X7 

4,685,076 

*1318 

5,241,789 

1919 

7,318,167 

1900 

9,683,287 

SERVICE 

Teletypewriter  tV»X,  Total 


- 


507 


• 

Fiores 

T  e  let  .yd  c  wri  ter 

ToW„X0 

Total 

19S1 

$10,089,812 

$386,383 

$10,485,994 

less 

10,864,801 

450 f 919 

11, &8S,S80 

less 

11,746,018 

883,143 

18,397,161 

ie£4 

11,686,868 

731,907 

18,207,768 

1925 

13,131,887 

1,043 *  706 

14,178,063 

less 

13,877,08® 

1,642,978 

15,330,036 

192? 

13,785,180 

8,430,971 

18,168,091 

1928 

X4e 484,069 

4,465,068 

18,039,137 

1929 

14,991,811 

7,870,380 

83,861,531 

1950 

13,186,688 

9,761,048 

28,867,570 

1931 

10,986,780 

10  118  j  442 

0*000 

21,111,168 

*183S 

8,311,656 

0,096,660 

393,000 

17,801,016 

1933 

8,155,808 

8,086,887 

741,245 

10,083,941 

^Teletypewriter  Service  Started  » 

Pres  53  Hoy  ember  1917 

Comm9 la  January  193.3 

Revenue  data  not  avil&lbXe  until  1921 

™  T.W.X.  Service  started  November  1981 a 
GB U  SB 
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As  X  have  already  stated,  the  provisions  of  Section  4. 
interpreted  literally,  would  outlaw  the  classification  of 
leased  wire  service  entirely*  This  classification  was  attacked 
some  years  ago  before  the  Interstate  Commerce  Commission  and  the 
opinion  of  that  Commission  in  the  so-called  Private  wire  Contracts 
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Cass  (50  IcC*C.  731)  describes  this  service  and  the  reasons. for 

ths  classification  vary  clearly: 

«The  highly  expeditious  service  of  ths  private  .wires  iffl 
generally  recognised*,  In  the  bi’ief  of  one  respondent  reference 
la  made  to  *the  almost  Instantaneous  service  over  leased  wires o 
The  ever- ready  facilities,  the  elimination  of  messenger- hoy 
service f  the  restricted  vocabulary  adapted  to  the  needs  of  a 
particular  line  of  business  only,  the  possibility  of  abbrevia¬ 
tion  in  the  mass. age  proper  and  of  practical  elimination  for  en¬ 
ciphering,  and  the  great  proficiency  in  manual  operation  attend¬ 
ant  upon  handling  the  same  class  of  mo 8 sages  day  by  day,  are 
conducive  to  a  high-class  private  service  which  the  public  wire 
can  not  give  *****  {p0?41} 

« The  lessees  employ  and  directly  control  the  telegraphers 
operating  the  private  wires  a  These  are  as  a  rule  men  of.  more 
than  average  skill*  The  nature  of  ths  service  results  in  the 
constant  employment  In  messages  of  what  may  be  termed  brokerage 
or  industry  idioms  incident  to  the  particular  business,  and 
frequently  to  "the  abbreviation  of  these  expressions*  x.ao 
greater  proficiency  due  to  using  a  limited  vocabulary  is  re¬ 
flected  not  only  la  greater  speed  but  in  greater  accuracy  in 

sending  .and  receiving,  messages* 

The  publicity  attending  the  transmission  and  handling 

of  messages  sent  over  public  wires,  and  the  accounting  there¬ 
for,  is  absent  in  the  case  of  private  wires,  thus  rendering 
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the  use  of  code  unnecessary o  Operators*  as  well  &ri  tue  se.ido 
and  receivers  of  private** ■wire  messages,  are  in  the  employ  0,1 
the  lessee  and  his  correspondents  and  have  a  direct  interest  In 

their  welfare t  thus  insuring  a  high  degree  oz  secrecy* 

It  ie  said  that  the  matter  transmitted  over  some  indus¬ 
trial  wires  is  of  so  technical  a  nature  that  the  accuracy  Q- 
service  over  the  public  wires  can  not  be  depended  upon0 
Telegraphic  discussions  of  chemical  formulae  and  artistic  de¬ 
signs  &r©  instances  cited  as  possible  over  private  wires*  "oix^ 
impossible f.  at  least  in  the  view  of  the  lessees,,  over  public 
wires*  Abolishment  of  private  wires  would  make  it  necessary  to 

conduct  such  discussion  by  mall,  It  is  said* 

Xn  short  *  this  service  is  recognized  as  being  not  only 
highly  efficient  but  the  most  efficient  service  generally 
available  for  the  transmission  of  intelliBenoe*** 

The  Commission® s  conclusion  (on  page  ?93  of  the  opin- 
ion) /that  the  private  wire  service  classification  was  not 
shown  to  be  unjustly  discriminatory  or  unduly  prejudicial  t-j 

uaere  of  *  public  telegraph  service© 

lb  is  true,  as  has  been  pointed  out  by  ojis  of  the 

telegraph  companies  here,  that  the  opinion  ut  -his 
Wire  Contracts  Case  was  rendered  during  the  period  of  govern- 
ment  control  and  therefore  it  has  no  binding  effect.  But  the 
Commission's  description  of  this  service  Is  as  applicable  now 
as  It  was  In  1619,  and  X  have  quoted  It  here  because  of  its 


. 
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fairness,  Its  completeness  and  the  fact  that  it  was  made  after 
a  moat  exhaustive  series  of  hearings  on  the  precise  question 

here  under  discussion.. 

It  may  be,  however,  that  the  reasonableness  of  the 
Glassification  of  leased  wire  service  may  be  conceded*  as  seems 
to  bo  indicated  by  the  provisions  of  Section  6  notwithstanding 
the  seemingly  contrary  provisions  of  Section  4*  and  the  claim 
may  be  made  that  the  use  of  this  service  should  be  limited  to 
one  person  or  possibly  to  correspondent  uss0  logically  e5„ther 
of  these  positions  la  untenable  if  the  reasonableness  of  the 
classification  Is  conceded  at  all,  because  a  limitation  to  one 
user  or  the  use  of  correspondents  or  agents  would  be  to  increase 
whatever  discrimination  there  is  in  this  class  of  service  and 
give  the  advantage  resulting  therefrom  to  the  very  large  firms 
only  who  can  afford  leased  wire  service  for  themselves  alone, 
or  to  those  firms  which  havo  a  number  of  correspondents*  la 
the  private  Wire  contracts  case, that  it  did  not  consider  it  un¬ 
lawful  for  two  or  more  persons  to  unite  in  securing  prii'ate  wirs 
osrvicOf  was  Indicated  toy  the  Interstate  Commerce  Commission, 
snd  we  submit  that  this  conclusion  is  necessary  of  the  reason¬ 
ableness  of  the  classification  ia  to  be  conceded  at  all*  What 
reason  is  there  that  should  prohibit  smaller  companies  from 
Joining  together  ao  as  to  get  the  advantages  of  leased  wire 
service  which  otherwise  would  go  only  to  their  very  large  com¬ 
petitors?  This  question  not  only  suggests  but  logically  re- 
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quirca  the  answer  that  no  such  reason  exists* 

But  It  has  been  claimed  and  perhaps  will  be  claimed 

hers  that  it  Is  not  possible  to  prevent  contraband  messages 
in  this  class  of  service,  and  that  to  do  so  sosie  limitation. 
of  the  hind  suggested  In  Section  6  Is  necessary « 
ash  hon  this  limitation  would  prevent  contraband  messages, 
and  one  might  even  suggest  that  it  might  increase  rather  than 
decrease  those  messages,  but,  passing  those  possibilities y  X 
want  to  point  out  that  our  contracts  expressly  limit  leased  wire 
service  to  the  business  of  those  persons  named  In  the  contracts,. 
But  the  argument  is  then  suggested,,  or  has  been  suggested,  that 
while  our  contracts  provide  for  control,  in  fact  we  UUv" 
attempt  or  accomplish  that  control*  in  this  connection  I  »ci*iA 
submit  our  Exhibit  B,  a  copy  of  which  Is  delivered  by  the  Ameri¬ 
can  Telephone  and  Telegraph  Company  to  each  of  its  new  leased 


wire  customers,. 


EXHIBIT  B 


AMERICAN  TEI&PH0H3  AMP  TELEGRAPH  COMPANY 
IS  DEY  STREET,  HEW  YORK 


Gentlemens 

As  a  common  carrier,  this  Company  is  subject  to  the 
rules  ana  regulations  prescribed  by  theOovemnent  to  cover  such 
carriers  and  on  November  1,  1010  it  was  found  necessary  because 
of  this  to  Issue  the  following  letter  to  all  users  of  Spsci.su. 


Contract  services 
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"Under  the  Act  to  Regulate  Commerce,  as  amended  June 
lSthg  1010 9  telephone  and  telegraph  companies  doing  aa  inter¬ 
state  business  are  declared  to  be  common  carriers,  and  as  such 
are  prohibited  from  discriminating  in  rates  or  service  ,  and  are 
mad#  liable  to  a  8 penalty  of  not  less  than  one  hundred  dollars 
nor  more  than  two  thousand  dollars8  for  directly  or  indirectly 
giving  free  service  of  any  sort  to  persons  other  than  those 
specifically  enumerated  in  the  Act*,  Any  person,  other  than  thoee 
excepted,  making  use  of  such  free  service,  is  subject  to  a  like 
penalty  for  each  offence.-. 

"It  has  come  to  the  notice  of  this  Company  that  lessees 
of  some  of  its  wires,  or  their  correspondents,  arc  in  the  habit 
of  transmitting  free,  or  for  pay,  messages  for  their  customers 
or  friends o  We  desire  to  call  your  attention  to  the  fact  that 
this  practice  is  unlawful,  and  In  violation  of  our  contracts. 

We  are,  therefore,  compelled  to  inform  you  that  the  practice* 
where ver  it  may  exist,  must  be  discontinued* K 

Sines  the  issuance  of  this  letter,  many  years  have 
elapsed  and  the  points  brought  out  in  that  letter  may  have  been 
lost  sight  of  and  further,  because  In  that  time  we  have  secured 
nany  new  patrons  we  feel  that  It  is  advisable  at  this  tiros  to 
call  the  attention  of  all  of  our  subscribers  once  more  to  the 
June  18,  1010,  Act  to  Regulate  Commerce, 

Yours  truly, 

Ho  H.  CARTER, 

Hew  York,  Asril  IS,  1027c. 

General  Commercial  fttenager* 
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la  this  Exhibit  we  call  attention  of  our  customers  to  our  posi¬ 
tion  that  permitting  free,  or  for  pay,,  messages  for  their  cus¬ 
tomers  or  friends  not  named  as  parties  In  the  contract  is  un¬ 
lawful  and  In  violation  of  the  contract,,  Also  in  this  connec¬ 
tion  I  offer  Exhibit  G  which  is  copy  of  a  letter  dated  July  15, 
193S,  sent  out  on  the  date  stated  by  the  Division  Managers  of 
the  American  Telephone  and  Telegraph  Company,  hong  Lines  Depart¬ 
ment,  to  all  of  our  leased  wire  customers,  together  with  a 
copy  of  a  typical  reply  received  to  this  letter*  1  may  add 
that  replies  of  substantially  this  type  were  received  from 
each  one  of  our  leased  wire  customers, 

EXHIBIT  0 
(  COPYjGB) 

AMERICAS!  TELEPHONE  ASP  TELEGRAPH  OGMPASX 

Long  Lines  Department 
?5G  Huron  Road,  Cleveland,  Ohi® 

Hal n  9900 

July  15,  1932, 

Gentlemens 

From  time  to  time  we  have  found  it  necessary  to  call 
the  attention  of  our  customers  fox’  special  contract  service 
to  t)iQ  provisions  of  the  Interstate  Commerce  Act  prohibiting 
discrimination  in  rates  or  services.  In  a  circular  letter 
dated  April  18f  1928,  we  stateds 

•It  has  com©  to  the  notice  of  this  Company  that  lessees 
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of  some  of  Its  wires,  or  their  corre  op  oxidants,  are  In  the  habit 


of  transmitting  free,  or  for  pay,  messages  for  their  customers 


or  friends »  We  desire  to  call  your  attention  to  the  fact  that, 


this  practice  is  unlawful,  and  in  violation  of  our  contracts. 


We  are,  therefore,  compelled  to  inform  you  that  the  practice, 


wherever  it  may  exist,  rauet  be  discontinued,,” 


It  is  within  the  prohibition  of  this  provision,  which  is 


still  in  effect,  for  leased  wire  customers  to  engage  in  the  re¬ 


ciprocal  handling  of  messages  of  other  leased  wire  customers  over 


their  respective  systems,  or  to  contract  or  otherwise  arrange 


for  the  handling  of  communications  of  other  concerns  riot  con¬ 


tacted  with  such  systems.  Circuits  are  furnished  for  use  lathe 


business  of  the  principal  and  other  concerns  named  in  the  con¬ 


tract  and  connected  with  the  system,  and  no  other  use  of  the 


circuits  is  permitted, 


We  are  obliged  under  the  law  to  enforce  the  restrictions 


contained  in  our  service  contract,  and  ire  would,  therefore,  aslc 


you  to  carefully  review  your  practices  aid  make  sure  that  there 


is  strict  adherence  to  these  requirements;  and  we  would  appreciate 


your  advising  us  as  promptly  as  possible  after  this  has  been 


done* 


Yours  very  truly, 


Di v i s l on  Manager , 


»  rr  :«■ 
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(COPTs  0S) 

J*  S0  BACHE  &  CCKPANY 
Hew  Xoxk, 

September  8*  1932 

American  Tel*  &  Telu  Coa 
196  Broadway 
New  York  City 

Atto  Mr*  wa  R0  Hewman 

Dear  Sires 

Referring  to  your  circular  letter  of  July  I5tb  we 

beg  to  advise  you  that  under  no  circumstances  do  we  allow 

* 

any  asses  s&geg  to  go  through  our  leased  lines  to  private 
individuals 0  il.s  wires  are  entirely  used  by  us  for  our 

ownbbusincsso 
W®  a  re  5, 

X ours  very  truly 0 
/«/  Jc.  S0  Bach®  &  Co;, 

*•  -iS-  S* 


At  la  true  that  the  Bell  System  Companies  have  received 
0vsr  tae  years  an  Increasingly  larger  proportion  of  the  leased 
//ire  business  throughout  the  country,  and  the  representatives 
o.i  one  of  the  telegraph  companies  have  suggested  that  this  ig 
due.  to  the  fact  that  we  have  permitted  abuses  in  connection 
with  Joint  use  leases^  x  think  that  the  evidence  last  offered 
by  me  shews  that  wo  have  not  permitted  such  abuses,  and  one 
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does  not  need  to  go  beyond  t be  testimony  of  the  Executive 
Vice  President  of  the  larger  telegraph  company  to  show,  as 
the  fact  Indisputably  ie>  that  the  reason  the  Bell  System  busi¬ 
ness  o t  this  type  is  larger  than  that  of  the  telegraph  com~ 
panics  is  because  the  business  public  on  the  whole  prefers  our 
service *  As  i£r«  *Vlllev®r  stated  at  the  former  hearing  on  the 
codes 


% 


. 


fiie  largo  growth  in  the  so-oalled  lsaeed  wire  bust- 
aoas  or  the  telephone  company  as  depicted  Monday  has  not 
resulted  as  much  from  the  making  of  combination  leasee,  (as) 
trora  the  comparative  freedom  of  telephone  lines  from  storm 
damage  and  from  the  quickness  of  their  restorations  „  Tele** 
phone  wire  facilities  between  Important  places,  except,  in  the 
Far  are  underground  or  in  cables  and  consequently  are 

immune  to  stora  damages  to  a  considerable  extent.  in  cases 
of  interruptions  they  are  able  to  make  up  leases  from  the 

wires  recovered  without  Impairment  of  their  talking 
services,  while  the  first  telegraph  wires  recovered  must  be 
devoted  to  the  general  service  and  cannot  be  assigned  to 
fcfoe  Halted  use  of  one  lessee a8 

rau®k  Section  6 a  Much  more  could  be  said  in 
this  connection  and  doubtless  will  be  said  by  others  at  this 
^earing,  but  I  hope  that  the  data  and  information  that  I  have 
submitted  raay  serve  to  explain  and  meet  the  extravagant 
claims  that  have  been  presented  to  the  Deputy  Administrator 
*a  to  our  leased  wire  service.  We  feel  sure  that  the 
greater  the  investigation  the  Deputy  Administrator  will  make 
in  this  connection  the  clearer  will  be  his  conclusion  that 
che  classification  of  leased  wire  service  is  reasonable  and 
that  the  e  listing  practices  do  not  constitute  unfair  com¬ 
petition.., 

Section  8  probably  has  no  application  to  the  Bell 


. 

. 

* 

- 


System  Companies,  but  arguably  it  might  msan  that  all  of  our 
companies  must  go  into  the  public  telegraph  massage  business 
where  a  telegraph  company  does  not  have  lines  so  ae  not  to 
w obstruct  the  free  interchange  of  telegraphic  communications 
with  any  other  member  of  the  industry,”  X  suggest  that 
the  language  of  this  section  be  changed  so  as  to  make  it* 
meaning  dearer  and  more  understandable* 

have  no  further  comment  to  make  as  to  the  content 
of  Article  VII  except  to  point  out  that  the  provisions  of  Sec 
tion  13  seem  pretty  dearly  to  indicate  that  the  draftsman 
of  the  proposed  cod©  himself  came  to  realise  that  complaints 
as  to  practices  of  the  sort  here  involved  might  well  be 
referred  to  a  commission  of  thetyp®  of  the  Interstate  Com¬ 
merce  Commission*  A  provision  of  this  kind*  the  first  to 
be  contained  in  any  code  as  far  as  we  are  advised,  implies 
a  recognition  of  tbs  fact  that  the  Recovery  Administration 
is  not  organized  and  does  not  have  the  equipment  adequately 
to  Investigate  matters  of  this  sort*  Why  would  it  not 
be  better  to  leave  the  determination  of  fair  practice  matters 
in  this  industry  in  th©  Interstate  Oorm&erce  Commission  with¬ 
out  any  reference  thereto  in  the  code?  instead  of  providing 
for  a  delegation  through  the  Administrator  to  that  Commission 
in  the  particular  cases  as  they  arise? 

J.  want  to  refer  very  briefly  to  one  or  two  other 
n;at tars  before  closing  this  statement.  The  statement  la 


*  /♦  fiM 
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mado  and  often  repeated  by  the  representatives  of  one  of  the 

telegraph  companies  that  the  furnishing  of  telegraph  circuit* 
fey  the  Bell  System  is  a  by-product  service s  the  inference 
apparently  feeing  that  for  this  reason  cur  rates  in  this  field 

aro  too  low,, 

While  the  furnishing  of  telegraph  circuits  fey  the  Bell 
System  Companies  developed  as  a  by-product  service  it  has 
long  since  ceased  to  be  such,  For  example 6  at  the  end 

of  1953  521  *GGG  miles  or  SXC.7$  of  the  wire  in  us©  for  tele¬ 
graph  circuits  fey  the  -American  Company  was  used  exclusively 
for  telegraph  circuits,  ana  468*000  or  48,3$  of  the  wire  so 
utilised  vf&B  used  for  telegraph  and  telephone  ciroutis  joint¬ 
ly.. 

At  the  last  hearing  cn  this  ood$  a  representative  of 
one  of  the  telegraph  companies  made  the  following  statement; 
(iThe  Bell  System  has  even  gone  to  the  extent  of  offering,, 
we  are  informed e  certain  free  long  distance  telephone  service 
in  connection  therewith  referring  to  our  teletypewriter 
exchange  servloe0  At  the  time  of  tfe®  hearing  it  was 
stated  by  our  representative  that  if  this  sort  of  thing  was 
don©  it  would  toe  stopped  by  us*  and  Immediately  after  the 
hearing  we  asked  the  man  who  made  the  statement  if  he  would 
inform  us  ae  to  who  it  was  to  whoa  free  long  distance  tele¬ 
phone  oervie©  was  made  in  connection  with  a.  solicitation  for 
teletypewriter  exchange  service*  He  refused  to  giv©  us  this 


■ 
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information,  and  upon  our  return  to  New  York.  ws  inquired 
iroffl  our  comnsroial  people  as  to  whether  or  not  an,y  each 
practice  as  that  suggested  existed.  Upon  being  advised 
In  the  negative  ws  have  twice  since  requested  Information 
fro®  the  man  who  inade  the  statement  as  to  whom  h©  was  refer- 
Fins  to.  In  response  to  our  first  latter  he  agin  refused 
i*c  give  taa  information,  and  no  reply  has  been  received  to 
our  second  letter,  although  the  same  was  mailed  to  a  New 
York  address  from  our  office  In  New  Tor*  on  Friday,  Say  11th, 
ike  testimony  as  to  the  Incident  appeared  to  be  second-hand 
or  third-handed  hearsay  at  the  time  it  was  given,  and  as  such 
would  not  have  been  admissible  in  any  court  in  the  land,  but 
whan  there  Is  added  thereto  the  fact  that  the  person  sub¬ 
mitting  this  Information  appears  to  be  wholly  unwilling  to 
give  us  the  substantiating  Information  for  the  purposes  of 
Investigation,  vs  submit  that  the  whole  incident  and  testimony 

based  thereon  should  be  completely  disregarded  by  the  Deputy 

Administrator* 

Cur  other  suggestion  has  'been  made  several  times  by 
the  representatives  of  the  complaining  telegraph  company*  to 
wh©  affect*  as  stated  at  page  210  of  the  record  of  the  hear* 
xng  on  May  2nd  that  ,5th©  Bell  System  n«var  allowed  the  leased 
line  telephone  service  to  grow  into  an  abuse,  since  it  ‘fc'ould 
be  damaging  to  its  own  major  financial  business  Interests,. " 

*e  Brant  thatr  owr  leased  telephone  service  has  not  led 


to  abuses s  just  as  ^0  think  our  leased  line  telegraph  busi¬ 
ness  has  not  led  to  abuses 9  but  the  suggestion  that  our 


practices  in  the  two  fields  have  bean  different  so  as  to  favor 
our  telephone  service  and  to  affect  adversely  the  public 
telegraph  service  rendered  by  the  telegraph  companies  is  not 

well  founded- 


For  Interexohang©  service  8  the  long  lines  and  all 
Associated  Companies  provide  private  telephone  lines  to 
connect  stations  or  switchboard©  of  the  same  or  different 


subscribers o  Furthermore  s  the  Long  Lines  Department  makes 
no  distinction  between  Private  Line  Telephone  Service  and 
^  Private  Lin©  Telegraph  Service  as  to  the  us©  of  such  services 

by  others  than  principal f  provided  such  users  are  named  in 
vhs  contract^  The  extent  to  which  these  various  services 


include  others  than  the  principal  in  the  case  of  Long  Lines 
Department  contracts  is  Illustrated  by  the  followings 

There  are  199  contracts  with  financial  customer© 
fpr  private  telephone  lines;  68  per  cent  of  these  contracts 
cover  use  of  the  eervlo©  by  person©  other  than  the  principals 
There  are  aOC  contracts  for  private  line  teletypewriter  and 
telegraph  service  with  financial  customers*  61  per  cent  of 
which  cover  use  by  others  than  the  principals  Thor©  are 
also  216  contracts  with  customers  for  private  line  telephone 
service  with  other  financial  houses;  31  per  cent  of  these 
contracts  cover  the  of  the  service  by  concerns  other  than 


* 
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the  principals  From  a  service  standpoint  it  is  not  feasible 
to  have  as  ra&ny  stations  connected  to  a  telephone  private  line 
as  to  a  telegraph  private  line*  and  the  nature  of  the  com¬ 
munications  is  such  that  there  is  more  need  for  the  multiple 
receipt  of  messages  by  telegraph  than  by  telephone «  Further¬ 
more*  practically  all  the  telephone  lines  referred  to  here 
connect  customers0  private  branch  exchange  switchboard©*  Xn 
some  such  cases  equipment  is  provided  and  paid  for  by  the 
citstomer  to  enable  the  interconnect  ion  of  two  such  p  lines 
at  the  private  branch  exchange  switchboard. 

For  intraexchange  service*  all  Associated  Companies 
except  the  Wisconsin  Telephone  Company  provide  private  tele¬ 
phone  lines  between  different  subscribers,  Such  private 
telephone  lines  are  commonly  furtshed  between  bank©*  banks 
and  brokers*  department  stores  and  wholesale  concerns*  hotels,; 
and  garages*  eto0 

A  few  examples  of  the  foregoing  are  as  follows? 

Use  by  Other  than  ffrincip  iV^jT^ulB  »  ■*  IIIWI  III  ■  -  — ■  ■  !■-■  ’»»»■■* 

A  telephone  line  is  furnished  by  the  Long  Lines 
Department  between  Boston  and  Hew  Yoxfe*  connected  with  which 
ax*e  the  telephones  cf  2  brokers  in  Hew  Fcrfe  and  a  oank  and 

a  broker  in  Boston* 

^11  of  these  concerns  are  named  in  the  contract  as 
being  entitled  to  use  the  service,-. 

Private  Telephone  Lines  Connecting  Different  Subscribers  in 


. 


,  : 
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Different  C. It lego 

An  Insurance  Company,  Philadelphia  and  Insurance 
Company t  New  Yorks 

A  large  Electric  Company p  Philadelphia ,  and  another 
electric  company f  Camden 9  K*  JB$ 

A  manufacturing  Company ,  Philadelphia,  and  a  manu¬ 
facturing  company,  Lester,  ?&a 

Private  Telephony Lines  Connecting  Different  Subscribers  in 
the  Same  Local  Service  Area- 

A  Telegraph  Company,  and  a  Ticket  Agency,  New  Yoxfe; 

A  Telegraph  holding  company  and  a  Ticket  Agency, 

New  Yorks 

A  Broker  and  a  large  Bank,  Philadelphia, 

A  Financial  Corporation  in  Boston  and  a  Bank  in 
Philadelphia; 

Philadelphia  County  Relief  Board,  and  Phlladdphia 
Retail  Goal  Conference,  Philadelphia,, 

Foreign  Exchange _  Service 

Foreign  exchange  service  permits  a  customer  to  obtain 
local  telephone  service  from  an  exchange  other  than  that  in 
which  he  Is  locatedo  Both  inward  and  outward  local  servlet 
are  provided  end  the  servlc©  is  generally  listed  in  the 
directory  so  that  any  subscriber  located  in  the  foreign 
exchange  may  call  the  foreign  exchange  subscriber  and  the 
foreign  exchange  subscriber  In  turn  may  communi  cate  with  any 


. 
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any  one  connected  to  the  foreign  exchange  without  the  payment 

of  tell  charges  in  either  direction 0 

Examples  of  foreign  exchange  service  are^ 

A  Telegraph  Company ,  although  not  maintaining  an 
office  at  Freeport ,  Long  Island^  N*  X# ,  subscribes  to  Free¬ 
port  service  on  a  foreign  exchange  basis  from  their  office 
at  13 3 A  Main  Street *  Hempstead,  Long  Island,  N„  Y0$ 

A  Locomotive  Works,  Eddington,  Pa* a  Is  connected  with 
Philadelphia;; 

A  Motor  Company,  Chester,  F&*,  le  connected  with  Phila¬ 
delphia^ 

A  Manufacturing  Company,  Camden,  No  J*,  Is  connected 
with  New  York  City* 

Conference  Service  -  Telephone  or  TOC 

Interexohange  Conference  Service,  which  provides  for 
the  simultaneous  interconnection  of  three  or  more  stations , 
so  that  each  cf  the  stations  in  the  connection  may  communicate 
with  all  the  others,  is  furnished  both  in  connection  with  tele¬ 
phone  ana  teletypewriter  exchange  service,  the  former  pro¬ 
viding  an  oral  communication  service  and  the  latter,  a  written 
communication  service,, 

A  similar  type  of  rate  treatment  is  applicable  in 
both  cases,,  the  rate  consisting  of*  a  charge  based  on  the 
mileage  between  the  two  stations  fortheet  apart,  plus  a 
flat  charge,  irrespective  of  distance* 


for  each  additions! 


* 


Vfcere  have  been  many  suggestions  in  these  hearings 
that  our  rates  and  those  of  the  telegraph  companies  for  the 
services  and  facilities  under  discussion  ought  to  be  raised.. 

I  do  not  want  to  reiterate  what  I  have  already  said  In  this 
connection*  but  I  would  call  the  attention  of  the  Deputy 
Administrator  to  the  fact  that  in  a  number  of  states  our 
companies  have  filed  their  teletypewriter  exchange  and  leased 
wire  rates  with  the  state  commissions*  Ordinarily  these 
rates  may  not  be  raised  without  the  consent  of  the  coa« 
missions*  and  if  the  proposal  here  Is  to  Increase  loth 
intrastate  and  Interstate  rates*  as  we  assume  from  the  pro¬ 
posals  made  In  the  fact*  there  might  be  serious  difficulties 
raised  by  one  or  more  of  the  state  commissions  involved* 
have  not  checked  this  matter  In  detail  and  do  not  mak© 
the  statement  that  any  state  commission  will  object  to  a 
raising  of  these  rates  If  the  Administrator  should  decide; 
that  they  ought  to  be  raised*  but  our  experience  with  the 

I 

stats  commissions  lately  has  suggested  that  there  is  not. 
generally  among  them  a  disposition  to  permit  the  increase  of 
rates*  whether  for  the  purpose  of  taking  care  of  increased  | 
costs  due  to  t he  Recovery  Administration  or  otherwise* 

Inconclusion*  I  want  to  reiterate  tha  desire  of  our 
companies  to  cooperate  with  the  Recovery  Admini strati on s 
If  the  Administrator  comes  to  the  conclusion  that  the 
def initio  n  of  the  telegraph  industry  ought  to  be  expanded 


. 

. 


. 
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along  the  line  suggested  in  the  proposed  cods  and  determines 
to  limit  the  provisions  of  that  cods  to  hours e  wages  and 
labor  conditions  p  we  shall  he  glad  to  cooperate  with  the 
telegraph  companies  and  the  Administrator  in  the  hope  of 
finding  some  basis  whidh  will  not  too  greatly  interfere  with 
tha  provisions  of  our  own  telephone  cod©?  although  we  sincere 
ly  thi xik  that  it  would  be  better  policy  and  more  in  the  pubii 
interest  to  permit  cur  employees  to  work  under  the  telephone 
code  instead  of  requiring  that  they  come  under  two  codes „ 

If  there  war©  no  other  forura  adequate  to  take  care  of  com¬ 
plaints  as  to  trad©  practice®  we  should  bars  no  objection  to 
considering  those  practices  here*  but  admittedly  there  is 
such  a  forum  available  to  those  who  are  here  complaining. 

1  think  the  evidence  hero  will  convince  the  Administrator 
that  the  practices  complained  of  are  not  in  fact  abuses, 
and  I  have  already  shown  that  whatever  violations  of  our 
contracts  arise  from  time  to  time  are  adequately  investigated 
and  dealt  with.-,  My  belief  is  that  when  the  Administrator 
considers  the  data  and  information  which  will  be  given  him 
at  this  hearing  he  will  feel*  whatever  may  be  his  con¬ 
clusions  as  to  the  Jurisidtofcional  point,  that  it  is  neither 
practicable  nor  in  the  public  interest  to  regulate  trade 
practice©  by  a  B-ecovery  Act  Code  in  an  industry  where  such 
practices  are  already  subject  to  regulation  by  a  governmental 
agency.  Finally  it  is  my  opinion  that  the  code  as  proposed 
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is?  not  likely  to  produce  greater  revenue  for  any  telegraph 

company*  but  would  tend  rather  to  increase  unemployment  in 
the  industry  and  react  adversely  on  the  business  of  th® 
patrons  of  all  of  the  companies  affected- 


' 
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Deputy  Peebles;  Thank  you,  Mr*  Cooper.  I  would  like  to 

ask  you  a  few  questions* 

Is  there  any  limitation  to  the  number  of  leasees  named  In 
the  contract  that  might  be  permitted  on  a  leased  wire  for  tele¬ 
graph  or  teletypewriter  service? 

Mr .  Cooper:  As  a  practical  matter,  I  do  not  think  you 

can  limit  it  to  any  given  number.  X  believe  that  some  of  our 
customers  can  tell  you  a  great  deal  mors  about  that  than  we 
can.  Of  course,  we  want  to  provide  our  customers  with  the 
beat  service  we  can  give  them  to  meet  their  requirements  and 
this  service  has  grown  up  over  a  long  period  of  time  running 
almost  to  50  years,  and  X  doubt  very  much  if  any  restrictions 
or  limitations  could  be  imposed  at  this  time  that  would  not 
react,  unfavorably  an  the  business  of  the  customers,  I  mean  the 
business  of  the  people  using  the  leased  wire  service,  and  from 
that  into  the  revenues  and  earnings  of  the  company* 

Deputy  Peebles:  Can  you  from  memory  tell  m©  what  may  be 

the  maximum  number  of  companies  who  may  be  on  one  existing'- 
lease  now? 

Mr  *  Coopers  No*  X  cannot  from  memory* 

Deputy  Peebles:  Xf  X  remember  correctly,  it  has  been 

stated  at  some  previous  hearings  that  may  be  35  or  mors. 

Mr*  Cooper:  X  think  we  have  some  wires  with  mors  than 

25* 

With  more  than  25? 


Deputy  Peebles: 


. 


* 


Mr.  Coopers  Yes, 

Deputy  Peebles;  “Vfhere  you  have  private  wire  charges, 
axe  those  private  wire  charges  subject  to  tax,,  just  ae  a  tele¬ 
gram  of  a  telegraofc  company ? 

Mr.  Coopers  X  am  sorry  I  cannot  tell  you,  Mr.  Peebles  * 

I  could  find  out  about  that* 

Deputy  Peebles:  It  is  merely  a  matter  of  interest  which 

I  want  to  know, 

Mr*  Cooper:  Yes. 

Deputy  Peebles*  Another  question  *  Has  the  Western 
Union  ever  protested  to  you  in  regard  to  your  leased  wire  sys¬ 
tem  and  the  expansion  of  that  system? 

Mr.  Cooper:  They  have  from  time  to  time  objected  more 

or  less  to  our  activities  in  the  leased  wire  fieldo 

Deputy  Peebles:  On  what  grounds  did  they  object? 

Mr.  Cooper:  Their  general  position  has  been,  I  think, 

■ 

that  this  leased  wire  business  i?as  growing  mors  rapidly  than 
they  thought  was  desirable  from  their  point  of  view,  and  that 
in  some  cases  some  of  the  customers  of  our  leased  wire  service 
had  perhaps  violated  the  regulations. 

Deputy  Peebles:  Has  to  your  knowledge  the  Western  Union 

ever  taken  up  before  in  any  other  body  of  any  kind  this  ques¬ 
tion,  with  the  idea  of  getting  regulation  of  the  leased  wire 
business? 

•  •r o  Cooper?  $ot  tc  ay  knowledge*  Every  time  anything 


* 

. 


, 


* 

* 


has  boon  eatd  to  us  by  them  or  by  the  other  telegraph  company 

w 0  have  promptly  Investigated  the  report,  and  I  am  franlc  to 
say  we  never  found  any  real  evidence  of  abuse „ 

Deputy  Peebles:  Ha&  the  Postal  Telegraph  Company  ever 
protested  to  you  of  the  expansion  of  the  leased  wire  business? 

Igr,  coopers  Yes,  and  they  were  a  party  to  the  protest 
before  the  Interstate  Commerce  Commission  in  the  case  from 
which  I  quoted  the  Commission*  e  opinion,, 

Deputy  Peebles;  Was  that  ever  rendered  officially?  Was 

that  the  opinion  of  1918? 

MFo  Cooper;  Yes,  That  is  a  formal  opinion*  X  field* 
it  came  down  during  the  period  of  government  control  and  I  pre= 
sums  has  no  legal  effect,  Nevertheless*  it  was  the  result  of 
a  long  investigation  by  the  Commission  after  a  number  of  hear¬ 
ings  j,  and.  tv 8  have  always  thought  represented  the  opinion  of  a 
regulatory  commission  after  a  very  thorough  investigation  qa 
\ho  practices  in  this  class  of  service, 

Deputy  Peebles:  How  much  has  the  leased  wire  business 

increased  since  1913? 

Mr*  cooper;  That  is  in  the  exhibit.  In  1918  it  amounted 
to  #6 8 242 | 000  in  round  numbers.  For  1933  the  total,  including 

teletypewriter  and  Te  W0  X,  was  $X6&9S4j0Q0o 

Deputy  Peebles;  That  is  somewhat  less  than  the  maximum 

year,  is  it  not? 

Mrc  Coopers  Yes,  The  highest  year's  revenue  was  in 


. 
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1930  when  the  total  was  £23,958,000,  In  round  numbers. 

Deputy  Peebles?  To  clear  it  up  In  my  own  mind.  You  have 
on  that  exhibit  T0  w,  X s  and  teletypewriter .  What  is  tho  dif¬ 
ference  between  those  two? 

Mr,  Gooper?  The  T,  W,  X,  Is  the  teletypewriter  exchange 
service .  The  teletypewriter  is  the  leased  wire  service  where 
the  operating  Is  done  by  teletypewriter  machines ,  The  Morse 
service  is  where  the  operation  is  by  Morse,. 

Deputy  Peebles?  Any  questions  you  wish  to  ask? 

Mr,  Scott?  Referring  briefly  to  the  leased  wire  and  the 
private  channels  situation  again*  don"t  you  recognize  it  as  a 
fact  that  the  unrestrained  use  of  a  private  wire  might  result 
in  impropriety  from  a  public  standpoint  in  that  it  might  set  up 
common  carriers*  small  common  carriers  not  subject  to  regula¬ 
tion,  and  that  It  might  result  in  discrimination  as  against 
the  public  in  the  use  .of  such  service? 

4 

Mr o  Coopers  Well,  if  by  "unrestrained  use",  3fir.  Scott* 

you  mean  the  re-sale  of  messages— 

Mr •  Scott?  (Interposing)  Yea  o  The  re-sale  ox*  giving 

or  anything  of  that  sort, 

Mr,  Cooper?  If  that  is  what  you  mean,  I  would  agree 

with  you,  yes, 

Mr e  Scott;  In  principle*  then*  you  think  that  is  right, 
Mr  *  Cooper?  Yes,  if  it  wereucrestrained,  I  think  that 


might  be  the  case* 


. 


' 


' 


Mr.  Scott i  Well there  has  been  no  restriction  on  the 

part  of  your  company  whatever  in  the  number  of  lessees  on  one 
wire,  as  I  understand  your  answer  to  Mr,  Peebles. 

Mr.  Cooper.*  Ho,  I  don’t  think  we  have  restricted  the 

number  on  any  one  wire*. 

Mr.  Scott:  Upon  what  do  you  base  how  many  le.-^-es  there 

ghould  be?  Upon  the  fact  of  each  particular  case*  or  the 
amount  of  money  involved  or  what? 

Mr.  Cooper:  We  do  not  do  that,  Mr.  Scott.  We  want  to 
provide  service  and  are  prepared  to  provide  service  to  meet  the 
requirements  of  the  customer.  If  the  customers  plan  to  go 
together  in  two*  or  three*  six*  eight  or  ten,  and  take  a  wire 
between  two  given  points,  we  have  no  objection  to  that. 

Deputy  Peebles:  Is  there  any  difference  in  the  amount 

of  the  lease?  *'n  -the  money  involved,  as  to  whether  there 
should  be  one  leasee  or*  say,  six  or  ten  lessees? 

Mr,  Coopers  Ho,  I  do  not  think  there  is.  I  think  the 
rate  is  the  same*  The  rate  is  based  on  certain  mileage  figures 
and  terminal  prices,  etc. 

Mr.  Scott:  If  you  do  have  as  many  as  35  lessees,.  I  think 

along  the  same  logical  line  you  could  have  350  or  3,, 500, 

couldn’t  you? 

Mr,  Coopers  I  think  you  might  if  they  did  not  have  very 
much  busineso  to  handle, 

Mr,  Scott:  If  the  capacity  of  the  wire  ?>ould  oarry  that 


. 
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kind  of  a  load- 

Mr*  Coopers  Yes* 

Mr,  Scott:  Logically,  do  you  know  any  place  where  you 
could  put  a  etop  on  the  basis  of  numbers P  short  of  the  capacity 
of  the  wire,  In  your  present  situation? 

Mr-  Cooper;  Ho,  X  do  not,  Mr*  Scott <, 

Deputy  Peebles;  Has  there  been  any  condition,  Mr* 

Cooper s  where  a  group  had  one  leased  -wire  and  they  found  that 
that  wire  could  not  carry  all  of  their  business*  and  they 
have  leased  two  circuits  or  three  circuits*  rather  than  just 
the  one  circuit? 

Mr*  Cooper:  Yes*  X  think  tre  have  had  several  cases  of 

that  kind* 

Mr.  Scott:  X  would  like  to  clear  my  mind  on  one  other 

point;  Upon  what  kind  of  a  basis  do  you  make  chargee  for  the 
private  wire  or  private  channel  used?  Is  it  so  much  a  day  or 
so  much  an  hour  ox  so  much  a  minute?  Is  it  a  continues  use 
over  a  long  period  of  time*  or  do  you  start  intermittently 
according  to  the  use  made? 

Mr o  Cooper:  Ho,  the  rate  is*  X  think*  a  monthly  rate, 

I  am  not  familiar  with  all  of  the  rate  filings. 

Mr,  Scott:  That  gives  the  preferential  right  to  the  use 

of  that  channel,  then,  for  the  period  of  the  whole  month  if  it 
is  a  monthly  affaire 

Mr»  Cooper:  Hot  of  that  chann©l»  undertake  to  provide 


. 
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a  certain  service.*  He  do  not  lease  a  given  wire  or  a  given 

channel*  We  undertake  to  provide  a  service*  and  w©  may  today 
use  one  channel  and  tomorrow  we  may  use  another  channel  with- 
out  the  customer  knowing  that  he  has  been  transferred  from  one 

to  the  other « 

Mr*  Scott s  The  rate,  however*  Is  the  same  for  the  period , 
whether  the  man  makes  a  great  use  of  it  or  a  small  use  of  it* 

is  that  true? 

Mio  Coopers  We  provide  the  service  on  a  time  basis,  and 

the  use  he  makes  of  the  service  is  entirely  within  his  control, 

« 

We  exercise  no  supervision  over  the  time  that  he  uses  it  within 
the  period  for  which  we  provide  the  service « 

Mto  Scott i  If  you  provide  the  service  for  a  month  and 
if  he  does  not  use  it  at  all*  he  has  to  pay  the  same  as  though 
he  used  it  every  day  in  the  month,  -  is  that  the  understanding? 
Mr«  Coopers  Yes* 

&«  Scottj  Referring  back  to  1918  and  the  1,  C*  Co  deci¬ 
sion*  hasn't  there  been  substantial  changes  in  the  method  of 
performing  that  kind  of  service  since  that  time,  not  only  in 
the  extent  of  its  use,  but  In  the  method  of  performance? 

Mr*  Coopers  I  think  the  service  today  is  much  batter 

than  we  provided  in  1918= 

iiiTo  Scott s  For  ologioal  reasons  a 

Mr«  Cooper:  I  think  it  has  been  improved  largely  as  the 

result  of  the  installation  of  the  cables  to  which  Mr?  Will  ever 
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referred*  The  quality  and  the  stability  of  the  service  is 
much  better  today  than  it  vae  in  1318. 

Mr.  Scott ?  It  certainly  has  become  mors  widespread  so 
far  as  the  volume  ie  concerned*  has  it  not? 

Mr  i  Cooper’:  Yes*  sir;  it  has  increased  in  volume . 

Mr,  Scott:  And  also  it  has  increased  in  the  number  of 
persons  that  use  it*  IsnH  that  true? 

Mr.  Cooper:  I  cannot  answer  as  to  that „  I  cannot  tell 

you  the  numbers*  but  X  would  expect  to  find  that  there  axe 
more  users  today  than  there  were  in  1918. 

Mr „  Scott:  Thank  you*  . 

Mt0  Cooper:  X  think  all  communication  services  have 

grown  over  that  period  of  time.. 

Deputy  Peebles:  Can  you  give  me  any  idea  as  to  the 

maximum  number  of  circuits  that  may  be  leased  between  any  two 
given  points  and  any  groups  of  lessees?  You  say  there  were 
cases  of  more  than  one. 

Mr.  Cooper:  X  cannot  out  of  hand.  I  can  get  that  for 


you  o 


Deputy  Peebles:  Would  you  say  that  it  would  run  up  to 

three  or  four  or  five  or  more. than  that*  possibly? 

Mr.  Cooper?  X  would  not  Ilka  to  say. 

Deputy  Peebles:  X  would  appreciate  that  if  you  would  get 

that  for  me. 

Itlr .  Cooper?  The  maximum  number  of  circuits  between  any 


. 
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two  given  points t  a 0  between,  for  example 

Hew  York — I  want  to  make  sure  I  understand  what  you  want. 
Deputy  Peebles:  Between  Hew  York  and  San  Francisco 0 

Mr.,  Cooper:  Or  Hew  York  and  Boston, 

Deputy  Peebles:  The  number  that  may  be  held  or  under 

lease  to  any  one  group  of  lessees, 

Mr,  Cooper:  Including  the  press  associations? 

Deputy  Peebles:  No,  not  including  the  press. 

Are  there  any  other  questions? 

{No  response*) 

Deputy  Peebles:  Thank  you  very  much, 

Mr„  Gammons  May  I  ask  a  question? 

Deputy  Peebles;  No  questions  are  permitted  from  the 
floor.  You  may  submit  your  questions  to  me  in  writing.  If 
you  want  to  3end  a  question  upt  send  it  in  writing*  please* 

Mr,  Cooper:  If  he* wants  to  send  up  a  question*  X  can 

answer  it. 

Deputy  Peebles:  Is  there  any  further  appearance  for  the 

American  Telephone  &  Telegraph  at  this  time*  Mr,  Cooper? 


Mr,  Cooper;  No. 


■ 


* 


■ 
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j^apuby  Peebles a  '-r**  a*  kl*  Pope,  of  tne  3'  irat  Joston 

Corporation. 


STATitJ&T  07  ,t.  j*.  POPE 

PKESIDjjUrCj,  Tilts}  FXflCT  BOSTON  COHPOIkTlUi’. 

Popes  *tr*  deputy  f»dministrator ,  my  name  ic  f  lien 
Pope*  1  aza  president  of  The  F&rst  3  os  ton  Corporation  , 
with  executive  offices  in  Boston  and  in  few  York. 

1  wish  to  Bay  that-  I  me  rely  appear  at  this  hearing 


as  a  consumer,  a  user  of  a  telegraph  system,  primarily,  be¬ 
cause  we  are  users  of  leased  wires,  and  we  have  joint  users 
with  us  of  those  leased  wires. 

X  refer  from  time  to  time  to  our  business ,  using  the 
word  "Security  •*  X  would  like  %  o  make  it  clear  that  by  us¬ 
ing  that  word,  in  order  to  be  exact#  we  do  not  do  cut  cs, 
very  small  amount  of  business  in  anything  but  bonds  and  notea, 
not  in  stocks,  but  there  is  a  very  small  fraction  of  one  per 
cent  approximately  of  the  business  we  do  in  hlgh-gradopreferre 
stocks#  and  therefore  i  have  to  change  the  words  from  **  Bonds 
and  hotea*  to  "Securities*  to  include  those,  but  i  am  merely 
talking  as  an  investment  house  dealing  in  bonds  * 

The  First  Boston  dorp oration  is  engaged  in  the  distri¬ 


bution  of  united  States  Government  and  other  high  grade 
securities*  It  maintains#  through  leased  telegraph  wires, 
communication  with  the  following  Qitie3S  hart  ford,  Spring- 
field*  Boston,  Philadelphia#  Baltimore,  Washington,  Bingham- 
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tan»  Ithaca,  JRoohestar,  Buffalo,  'bronto,  Pittsburgh,  Cincinnati, 
ntlanta,  Cleveland,  Detroit  ,  Chicago,  St  o  Louis,  Kansas 
City,  Jinneap&ls »  St®  Paul,  Lea  Moines „  Lincoln,  Omaha, 

Lon  vex*,  G&n  Frunoicco*  Los  Angeles,  Portland  and  Seattle® 

This  system  wao  started  over  fifteen  years  ago,  at 
which  time  the  leased  vires  were  confined  to  tne  Last®  The 
expansion  which  has  taken  place  has  been  as  a  result  of  demand 
made  possible  of  fulfillment  by  the  increased  facilities  of 
leased  wires® 

The  First  .Boston  Corporation,  since  the  inception  of 
its  predecessor  companies  in  1918,  has  bad,  and  still  has  — 
arid  1  am  giving  you  a  little  insight  into  our  business,  in 
order  to  explain  why  1  am  here®  I  am  sorry  to  take  the 

time  in  doing  taut® 

It  still  has  ae  its  major  policy  that  of  disseminat¬ 
ing  information  for  the  purpose  of  making  it  possible  for 
investors  to  have  an  opportunity  advantageously  to  determine 
their  own  Investment  policies*  In  recent  months,  the  ques¬ 
tion  of  information  has  been  very  much  before  t.»e  public  as  a 
result  of  the  Securities  AOt  and  as  a  result  of  the  invest¬ 
ment  Jankers  Code®  as  Chairman  of  tne  L raft in  Committee  of 
the  Investment  Bankers  Code,  J  am  probably  as  cognisant  as 
anyone  of  the  stress  laid  upon  the  necessity  for  the  dissemi¬ 
nation  of  proper  information  and  to  the  extent  to  which  this 


code  went  towards  tne  protection  of  the  public®  The  Adminia- 


trator  of  .lie  National  Heo ovary  Administration,  in  forward¬ 
ing  this  code  for  the  approval  of  trie  Presidents  stated* 

^Theso  fair  practise  pro  via  ions  constitute  a  reraurkable 
document,  Trie  essential  purposes  are  to  eradicate  past  <*nd 
existing  abuses  and  to  establish  principles  and  practices 
wnicri  will  justify  public  confidences  greatly  assist  in  restor¬ 
ing  tue  markets  for  both  public  and  private  investment  funds 
and  result  in  an  increased  flow  of  investment  capital  into 
sound,  productive  enterprises,  wxiioh  will  unquestionably  in¬ 
crease  employment  and  distribute  added  wealth  among  our 
pe  ople#” 

I  would  like  to  repeat  part  of  one  sentence  in  there, 

^and  result  in  ari  increased  flaw  of  investment  capital 

Trie  greatest  blow,  in  ray  opinion,  to  the  carrying  out 
of  trio  desires  definitely  expressed  in  the  Investment  linkers 
Code  and  to  the  dissemination  of  information  and  flow  of 
investment  capital  as  carried  out  by  Trie  virat  Boston  Corpora¬ 
tion  has  been  delivered  by  this  proposed  telegraph  code* 

In  the  first  place,  it  la  a  certainty  that  the  type 
of  information  whicn  lias  to  be  given  in  the  rapidly  eh  a  agin 
markets  as  t.isy  exist  in  this  country  in  J.  Z •  Government 
securities  has  to  be  communicated  either  through  the  system 
of  leased  wires  or  by  telephone#  l  say  this  from  knowledge 
of  our  own  crganiaati on,  as  we  have  tried  every  other  method 
and  found  t  impraoti cable  * 
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The  Government  bond  wriest  is  a  moot;  imp  or  taut  and  pos- 
3ibly  one  of  the  most  Important  factors  affect in^  the  carry¬ 
ing  out  of  tne  policies  of  the  Government  as  i  know  them* 

In  the  last  analysis*  the  development  of  the  Government’s 
present  policies  depends  upon  ti.e  credit  of  the  United  states 
Government ?  as  exemplified  by  tne  willingness  of  t  e  public 
to  purchase  Government  securities*  The  public  buys  Government 
securities  for  two  reasons §  firot,  because  it  is  satisfied 
with  the  Government  credit  behind  the  securities*  and*  second* 
because  of  ti:e  marketability  *  jn  the  case  of  bunko ,  whioh 
are  by  far  the  largest  purchasers  of  Government  boride  *  market- 
ability  is  an  absolutely  essential  factor*  You  can  not  iiave 
marketability  without  the  dissemination  of  information  and 
without  making  it  possible  for  the  large  and  the  small  inves¬ 
tor  to  reach  the  essential  market*  which  is  ew  York*  with 
equal  facility*  The  essence  of  any  market  is  the  bringing 
together  of  buyer  and  seller* 

I  recently  listened  to  a  very  interesting  talk  by  tuc 
distinguished  Governor  oi  tue  federal  Kcserve  3 card  on  the  sub¬ 
ject  of  the  Junk  .loratorium  in  ilaron,  1953*  I  would  like  to 
bring  to  your  attention  the  fact  that?  just  before  the  mora¬ 
torium*  the  reason  banks  were  able  to  dispose  of  taelr  Govern¬ 
ment  aecuritiea  with  the  rapidity  of  which*  they  were  disposed, 
in  order  to  create  funds  with  which  to  pay  off  deposit oro  who 


were  withdrawing 9  was  in  a  very  large  measure  brou  ht  about 


•  <  ■  ■  i  ci  3  ■  a  arxaf^i i  ©i is  iittff 


by  the  activity  of  i’ho  7irst  dost on  Corpora*  i on*  }  ue  to  t  as 
fact  that  w<?  iiad  tne  most  extensive  wire  system  at  taat  time 
of  any  bo  rid  house,  we  were  able  to  maintain  the  value  of 
Government  securities  to  a  far  greater  extent  than  would  have 
been  possible  otuerwiso,  arid  we  were  able  to  maintain  the 
toarket  because  we  were  able  to  reach  tne  small  and  large 
depositors  whs  were  witud  rawing  their  funds  from  banks  and  to 
make  it  possible  for  tnem  t  o  purchase  Government  securities 
waich  the  banks  desired  to  sell  in  order  to  pay  off  these 
same  depositors* 

1  would  hesitate  to  guess  at.  the  millions  of  dbHavs 
that  were  in  this  way  saved  to  banks  and  tne  millions  of  dol¬ 
lars  of  depositors9  funds  which  were  thereby  saved  by  making 
it  possible  for  banks  to  keep  open  and  later  to  be  opened* 

This  ?jaa  done  by  this  Corporation  by  maintaining  a  force 
day  a. id  nlgnt*  running  a  leased  wire  system  at  more  than 
capacity  s  eo  tuat  on  the.  last  day  before  the  final  moratorium 
vf&  vrove  virtually  the  only  house  to  which  banks  nationwide 
could  turn,  and  no  great  was  the  volume  of  this  business  that 
the  I,ew  York  stock  Clearing  Corporation,  through  which  we  by 
courtesy  are  allowed  to  clear?  opened  up  after  the  moratorium 
the  day  before  clearings  were  .made  for  the  Stock  jjxchange 
members,  primarily  in  order  that  our  claarin  c  co.'ld  go  through 
and  our  settlements  witn  banka  in  rederal  Reserve  cities  in 
the  United  States  could  be  made*  Vue  number  of  transact  Iona 
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cleared  that  day  by  tnio  corporation  was  l,348o 

That  i3  referring  to  u.  crisis  tne  like  of  which  1  hope 
may  never  occur  again,  but  other  crises  rotiy  come  and  X  fully 
oxpeat  that  they  will  be  met  to  tue  aarac  degree  by  The  “irst 
Joe ton  Corporation  if  the  marketability  of  G overrent  securi¬ 
ties  is  involved  and  if  we  can  function  in  anything  like  the 
manner  in  wuich  we  are  now  and  were  then  unctionin^. 

in  order  to  make  it  possible  for  the  public  generally 
to  have  as  muon  information  as  can  be  obtained  through  the 
dissemination  of  facts  as  they  are  learned  from  the  markets 
of  the  world,  we  make  a  practice  of  sending  vo  luiaino us 
information  over  our  leased  wires  in  a  form  which  we  call 
"bread  oast  a11,  tue  information  contained  in  which  is  disseminat¬ 
ed  through  our  offices  to  banks,  to  investors  generally,  and 
to  dealers  who  in  turn  disseminate  it  to  their  investin 
customers*  We  estimate  the  average  number  of  ouch  broadcasts 
per  day  to  be  171,  or  an  average  of  100,000  words  per  day  in 
the  aggregate  being  received  at  all  stations  on  the  system* 
dot  a  word  of  such  broadcasts  could  be  sent  over  ordinary 
commercial  telegraph  lines,  first,  because  it ‘would  be  too 
expensive,  and  second,  because  it  would  take  too  Ion,,  to  have 
one  hundred  thousand  words  written  out  each  day*  They  just 
w  ould  not  go* 

That  information  goes  to  thousands  of  individual  inves¬ 
tors,  banks  and  institutions  all  over  tiie  United  States  every 


. 


tl 


. 

’ 

* 

. 
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It  makes  it  possible  for  tuose  scattered  all  over  t  e 

liuioed  otales  to  be  able  to  judge  tneir  markets,  arid  jud^e 
taeir  investment  policies,  practically  with  e*ual  facility, 
wuetner  in  Gan  Francisco  or  new  York. 

fnere  is  no  other  way  that  they  can  do  it  in  sonde  tuat 

I  koiow  of  o 

‘Jnder  this  system,  it  is  possible  &r  tne  large  and  t.re 
srriail  investor  in  any  part  of  tire  country  to  mve  a  nearly 
e^ual  opportunity  to  visualise  the  investment  markets,  it 
is  absolutely  impossible  even  to  consider  that  such  informal 
Uan  0an  broadcast  at  the  sole  expense  of  any  one  house 
eucn  as  ours  without  dividing  a  purs  oi  the  cost  with  those 
T?u®  receive  tne  benefits  from  it c 

I  cannot  conceive  how  anyone  can  recognise  as  u  buai- 
uess  Principle  that,  if  two  people  are-  doing  business  with  eacn 
other  to  tueir  mutual  advantage,  the  speed  of  which  business 
necessitates  tne  us  a  of  a  leased  wire,  tney  must  encase  or 
someone  must  decide  for  them  whioh  of  the  two  will  pay  the 
entire  expense  of  the  communications  between  tnei o*  This  code 
not  even  permit  a  leased  wire  from  our  corporation  to 
.another  dealer  with  only  one  lessee.  The  wire  must  originate 
and  terminate  in  one  of  our  own  offices. 

It  appears  to  be  vne  general  concensus  of  opinion  in 
*no  country  tnat  one  of  tne  greatest  impediments  to  recovery 
is  tne  stagnation  of  the  capital  _ -  . 


goods  market*. 


This  market, 


. 


' 


. 
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. 
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in  order  to  create  eraploymentp  must  be  supplied  with  fu*..ds» 
Tue  necessity  for  tii ia  is  recogaiaed  by  t..c  Congreoa,  ..3 
evidenced  by  tue  passage  in  <.a.e  Senate  of  certain  amendments 
to  tue  Securities  act  of  1935*  These  funds  can  not  be  rained 
until  we  iiave  an  active  general  bond  market*  Tue  wide  dis- 
serai  nation  of  information  by  this  corporation  and  it  a  broad 
trading  activities  are  a  real  contribution  towards  tue  area*" 
-.ion  of  such  a  market,  and  most  certainly  are  in  tue  public 
interest* 

it  must  be  understood  that  in  dealing  with  securities* 
changes  in  tue  price  of  wh ion  take  p3.acc  from  minute  to 
minute?  speed  ia  a  pre  resale  it  e*  if  1  send  a  wire  to  a 
prospective  customer  givin^  him  certain  info mat ion?  it 
necessitates  tue  0  us  tome  r  replying  stating  that  no  is  in  .erea  w 
ed  in  a  purchase  or  sale?  necessitates  a  return  wire  laakia 
a  firm  bid  or  offer?  and  access  fcates  a  fourth  wire  making 
an  acceptance  thereof*  it  would  seem  to  me .  that  this  alone 
would  prove  to  anyone  t.*at  dealing  on  anything  like  the  pre¬ 
sent  scale  over  commercial  wires  was  absolutely  impossible? 
as  we  who  are  in  t  .e  business  understand  it  to  be*  The  busi¬ 
ness  will  not  permit  of  the  lapse  of  time  necessary  to  write 
out  and  send  lour  messages  wiWi  tue  inevitable  delays  between 
anyone  sending  sirtnduy  greetings,  or  example,  would  iiave 
preference  if  that  message  were  filed  first. 

~  iix*4V®  had  tue  question  n3ked  me  as  to  iiow,  t  a.t  a uoJ  1 


« 


. 


. 


' 


buaiaeoa  could  be  done  in  ilurope  avar  a  cable.  Tiw  answer  ij 
.iiat  United  Gtateo  Government  security  business  is  not  done  in 
nurojio  over  a  cable  out  taut  otiier  securities  business  is  done 
by  us  in  our  business  with  Europe,  and  it  is  done  throiv.n  a  cab 
le  before  the  close  of  t.»e  markets  in  this  country,  and  con¬ 
firmation  or  information  as  to  the  transactions  put  tnrou<j> 
wuile  London  is  awake  is  transmitted  to  us  at  the  opening  of 
business  tne  following  morning,  it  puts  j.urope  at  oomewiiat 
of  a  disadvantage  over  the  American  investor.  This  is  be- 
cause  of. the  difference  in  time  and  tne  distance.  The  tele- 

pnone  is  used  in  large  transactions  only,  because  of  the  ex- 
pens  e<* 

^Dealing  in  securities 9  particularl y  of  tne  type  of  hi  i 

grade  securities,  including  Governments,  c lone  by  a  house  such 

as  »orsp  involving  large  figures,  requires  absolute  accuracy 

oj  figures  and  t;*e  repetition  over  the  wire  of  every  figure 

used,  and  you  can  readily  see  the  terrific  cost,  to  say  nothirg 

?i  the  otxier  disadvantages,  of  using  a  commercial  wire  when  you 

require  a  repeat  of  every  figure  used,  it  is  utterly  imprac¬ 
tical. 

hany,  auxuy  figures  come  in  on  one  wire,  figures  of  de¬ 
tails,  term,  percentages,  and  to  repeat  t.  ose  words  over  com¬ 
mercial  wires  in  any  such  volume,  from  the  ota-dpoint  of  coot 
alone,  would  be  absolutely  impracticable,  in  our  opinion. 

I  will  now  give  you  a  few  figures,  because  what  1  3aid 


c*X'  U  n 


. 

. 


lauy  sound  u  you  somewuat  exonerated,  and  i  Oivo  theia  for 
no  ©tner  purpose  than  to  try  to  make  it  possible  for  you  to 


observe  from  tuese  figures  the  proportion  of  jus i ness  in 
is  country  tiiat  t^ia  amounts  to® 

^first  3  os  ton  Oorpor&ion  uus  transactions  avem^,** 
ing  1, 600  per  day  for  the  first  quarter  of  tnis  year,  and 


1,206  per  day  for  1953® 

Ihe  volume  of  u ov erament  bond  business,  including  pur« 
biases  arid  sales,  or  the  year  1933  was  £5,623,695,390. 

ihe  volume  o 1  Government  bond  business  for  the  first 
quarter  of  tne  year  1934  was  £1,960,000,000. 


The  similar  volume 


of  securities  otuer  than  Governments 


for  the  year  1933  was  £1,451,000,000® 


me  similar  volurae  far  the  first  quarter  of  the  year 

1954  was  £516 ,000,000® 


We  did  business  with  2,131  dealers  in  all  parts  of  t  e 
United  states  in  1935,  all  of  whom  benefit  ted  in  one  v?at,;  or 
another  *rom  our  activities  over  leased  wires® 

L  would  like  to  bring  to  your  attention  tnat  our  busi¬ 
ness,  as  you  can  see,  is  vezy  greatly  with  dealers,  so  that 
wsuit  tue  dealers  require  are  tue  facilities  tuat  we  offer 
them,  taey  doinu  t:.eir  busineae  directly  with  h.eir  own 
cuatomera,  and  I  wia.,  to  alao  emphasize  that  tuat  is  oar  pur- 
poae,  to  make  it  poaalble  far  t,ie  dealers  to  live  in  t.ieir 


local  communities  and  not  compete  wit.,  thei 


icm,  and  tn&t  i3  t; 


»c 


. 


. 

* 


. 


. 
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onl*  *i4at  *iiQy  cau  compote,  to  get  tne  facilities  over 
these  wires*  Otherwise,  as  i  tuinJc  I  can  s how  .you  in  a  few 

minutes,  some  of  them  will  ^o  out  of  business* 

I  give  tnese  figures  merely  to  snow  the  v o  1  uuue  of  buci- 
-ess  that  will  be  adversely  affected  by8  tnia  code*  fou 
?/ill  fliM ,  for  example,  the  volume  of  Government  securities 
transactions  far  in  excess  of  any  ouch  volume  on  the  ~  ew  'ork 
3 1  o eJc  Exchange® 


'•'he  cnanges  occasioned  by  elections  4  and  6  of  /rticle 
VIX  °7'  t?ili0  $  ode  eliminate  tn©  possibilities  of  diasemina- 
tion  of  information  far  and  wide  throuunout  this  country, 
and  immediately  place  tne  dealers  in  distant  sections  s  .en 


as 


t;ie  ‘  ar  West  at  a  tremendous 


d is ad van t 


*  The  wire  wnich 


we  maintain  to  t^e  Pacific  Coast  in  conj unct ion  with  certain 
otner  persons  on  the  Pacific  Coast  is  virtually  t  -e  only  wire 
whic^  makes  it  its  business,  to  give  regular  quotations g  and 
t^ero  is  no  o  tiier  wire  on  which  a  very  large  proportion  of 
dealers  on  the  Pacific  Coact  can  rely.  There  is  no  such  thing 
as  a  bond  ticker  on  the  West  Coast. 

i lie  ei feet  Oj.  adoption  oi  these  two  sections  of  t  ie 
^odo,  whether  intended  or  not,  is  to  place  a  great  number  of 
dealers  at  a  disadvantage,  thereby  opening  tne  way  to  center* 
ing  in  tne  hands  of  a  few  a  large  proportion  of  tne  investment 
business  of  t.ie  country.  If  this  is  desired,  it  i o  accomplish¬ 
ed  by  these  two  sections*  I  can  not  see  tnat  it  is  desired. 


. 

c.xc  .•  let 
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We  nu v©  no  desire  to  gee  iW  We  do  not  V7unt  it* 

I  ^uote  by  pemi&aion  from  a  wire  forwarded  to  tne 
hut tonal  He oo very  administration  by  the  Welle  '  argo  lank  & 
Union  Trust  Company c  of  Gan  Praneiscot 

nWe  unde  rot  and  certain  xoroviaionu  of  proposed  ‘  *  X» 

Code  for  telegraphic  coasauuicuti on  industry  subject  to  inter¬ 
pretation  that  use  of  leased  wires  will  he  limited  to  one 


lessee*  Gtop*  If  tacse  provisions  become  effective  and  this 
intexpretat ion  is  possible  result  in  our  opinion  would  be  to 
destroy  important  business  relatione  on  Pacific  Coast*  '.tope 
3;  is  tans  e  Pacific  coast  centers  from  eastern  markets  make3 
fast  telegraphic  service  essential  fox'  effective  execution  of 
United  States  Government  and  other  bond  transactions*  it  op* 


Under  present  condition  transcontinental  telegraphic  service 
is  leased  by  groups  investment  dealers  and  financial  insti¬ 
tutions  vino  nave  Joined  together  for  tnis  telegraphic  oer- 
vice*  Gtop*  Majority  woulo  be  unable  to  continue  the  ser- 
vice  as  cost  to  each  individual  unit  would  be  prohibitive* 


Gtop*  This  would  result  in  our  opinion  in  materially  restrict¬ 
ing  market  for  U*  3 .  Government  securities  and  other  securi¬ 
ties  now  mad  a  available  on  Pacific  Goaat*  .top*  It  would  in¬ 
crease  coat  of  buying  and  3ollin0  Government  and  other  se¬ 
curities  through  increase  in  spread  between  bid  and  asked  no¬ 
vations*  Gtop*  It  would  cause  it  to  bo  impoasiole  for  many 


worthwhile  local  firms  now  operating  nere  to  continue  in  buai- 


' 


*£ 

. 
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ueaa,  thus  resultixig  in  reduced  employment 

I  understand  the  purpose  of  sections  four  and  oix  a<;« 
tually  to  he  that  of  making  it  possible  for  a  certain  tele- 
t^raph  company  to  /H&kc  more  money  ©  jl  consider  ih is  ao  a  very 
laudable  ambition  on  the  part  of  tue  stockholders  of  a »y  cor¬ 
poration  but  i  can  not  conceive  how  any  such  regulations  are 
^oi ng  to  benefit  taut  company  as  far  as  obtaining  any  in- 
crease  from  any  business  ouch  as  ours*  Jf  we  were  forced  so 
to  rely  on  the  services  Wis  Code  contemplates  being  offered 
by  the  telegrapn  companies  we  would  be  scrapping  every  bit 
of  progress  in  communications  which  nas  been  a c corap li sued 
since  I  have  been  in  business.  We  would  be  going  back  to  the 
iiorse  arid  foug^y  era£  we  would  be  saying  to  our  customers  t. iat 
he  ingenuity  and  progress  which  nus  been  made  in  c  anna  uni  cut  i 
systems  in  this  country „  producing  the  world’s  outstanding 
communications  system,  ha©  got  to  be  scrapped  arid  that  the 
benefits  of  tire  genius  of  our  engineers  are  no  longer  of 
value.  We  would  not,  in  shortp  use  them.  We  would  go  back 
to  the  only  method  practical  and  one  whicu  we  used  before  we 
had  as  many  leased  wires,  t-*at  is  P  to  t*Ae  long-distance  tele¬ 
phone.  We  could  not  do  a©  much  because  of  u.e  coot.  Vhe 
country  would  get  very  limited  information,  comparatively,  as 
tar  as  we  would  be  concerned.  Xhe  telegraph  companies  would 
0et  nothing  more* 


aa"  n8t  0ailceive  of  ,.„y  buciiieo0  aooroin..  fro,,  t;,e 


. 
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securities  business  us  now  done  over  any  leased  wires  being 
<_.iven  to  tue  telegraph  companies*  If  z  e  business  oun  not 


I# 


be  done  over  t^e  lon^. -distance  t elephones  after  tae  leased 


wire  system  nas  broken  down  under  this  code,  then  n  will 
not  be  done*  -he  people  in  tae  distant  sections  of  the  countiy 
will  merely  be  obliged  zp  suffer  for  lack  of  markets  and  will 
oe  piacee  at  a  disudva ntage  over  all  located  within  reasonable 
striking  distance  of  -  ew  Tor*t«  If  leased  wires  are  permit  ted 
witii  one  leasee  under  t  e  Code,  as  t.  ey  say  tuey  are  in  one 
paragraph,  but  to  my  mind  indicates  in  another  that  tney  are 
not  permit ted P  these  leased  wires  would  bo  continued  provided 
they  did  not  run  too  great  distances  and  the  continuance  of 
them  could  be  made  profitable*  but  that  we  would  be  able  to 
give  to  t^o  dealer's  throughout  tne  country*  to  institutions 
'hd  tue  individual  investor  the  wide-spread  information  t  a 
hbw  enjoy*  would  be  out  of  tne  question.  If  talc  is  progress, 

ii  this  is  in  line  witn  statement©  made  by  the  .  diaini strati on, 

if  this  is  in  line  with  hie  main  purpose  of  the  .Securities  ct: 

it  ti*is  is  in  line  with  the  higi i ly  —praised  Oodo  of  the  invest** 

merit  bankers,  then  I  am  very  mistaken*  ia  a  raatter  o  fact, 
it  has  tne  exact  opposite  effect.  It  is  forcing  the  greatest 
retrograded  step  in  the  distribution  of  securities  t/gt  na3 


2 


yet  taken  place 


Leputy  Peebles*  Thank  you,  Ool.  Pope 


you  never 


. 


. 


* 


. 
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iruiiOact  any  business  turougu  tn©  regular  telegraph  companies* 

do  you? 

.ir««P£>pes  I  presume  tnat  taere  are  wires  sent  from  time 

.0  time?  yes,  elr«> 

deputy  Peebles!  -ave  you  any  idea  wiiat  proportion  of 
your  business  may  go  t.. rough  telegraph  companies? 

Air*  Pope?  1  should  say  t^at  it  was  negligible,  but  I 
would  suppose  that  we  did  from  time  to  time  send  a  wire  t  :> 
some  place  where  we  have  not  any  means  of  communication  other 
tuan  that  *  but  it  would  be  only  on  very  email »  limited  trans¬ 
actions*  where  we  have  not  a  wire3  and  we  use  the  Ion.,  dio*» 
w&ace  telephone • 

Deputy  Peebles?  how  many  circuits  do  you  now  lease, 

Col*  Pope? 

At*  Pope?  I  can  not  tell  you  the  circuits,  because 
there  are  sometimes  two  or  tnree  cities  on  a  single  circuit* 
Deputy  Peebles s  You  have  more  tnuu  one  circuit  between 

certain  points? 

..Jr*  Popes  There  is  more  t^un  one  circuit «  We  have 
leased  more  tuan  one  circuit* 

Deputy  Peebles?  In  these  cities  t,.ut  you  named ?  have 
you  only  one  correspondent  in  tuose  cities,  or  several? 

,ir*  Popes  Wo  iiave*  in  some*  only  one*  arid  in  some  we 
ihva  a  few,  but  they  ^re  always  limited  on  any  one  circuit 


in  any  city  to  five* 


. 
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Deputy  Peebles*  That  is  purely  so  that;  t.  c  wire  will 

aot  ho  overloaded  I  take  it? 

dr*  Popes  ho,  I  do  not  think  it  is  for  t^iut  reuaDu* 

I  do  not  think  1  can  tell  you  exactly  way  t.»ey  arc  limited , 
but  it  was  my  unders  tending  taut  we  thought  that  was  the 

arrangement  tuat  wo  saoulci  have,  but  1  am  not  certain  of  it, 
but  I  can  submit  reason  why  we  are  doing  it,  if  you  would 
like  to  nave  me  do  so* 

Deputy  Peebles s  ,^re  there  any  messages  sent  over  tn©30 
circuits  other  tnan  the  business  of  your  corporation? 


»lr*  Popes  V.rell5  you  mean  t^e  business  of  our  corpora* 


t  ion? 


deputy  Peebles  *  life©* 

Pope*  All  co**> users  send  their  business  over  t  e 
wire*  We  ouroelveo  only  send  for  our  own  use  over  the  wires 
business  connected  wit  a  our  own  affairs* 

Deputy  Peebles  a  What  regulation,  if  any,  exists  as  to 


ue  messages  sent? 


dr*  Popes  Well,  X  suppose  t/iat  tuere  arc  a  good  many 
regulations,  wuicu  I  could  not  give  you  verbatim,  but,  if 


you  mean,  ia  it  possible  to  have  someone  to  walk  up  the  street 
and  say*  ”3end  this  to  3an  franc  is  co  and  tell  aim  i  can’t  come 


next  week”,  that  is  never  done*  We  do  not  permit  people  to 

jce  tue  wire  for  such  purposes* 

Deputy  Peebles :  is  taere  any  federal  or  mate  regula- 
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tion  over  the  meaaageo  tuat  are  sent  over  those  leaded  circuits? 

.  r*  Popes  I  can  not  tell  you,  because  1  am  not  in  tx.e 
telegraph  business,  and  I  nave  not  gone  into  the  contracts  or 
tne  law  as  it  affects  telegraph  eofapuuios,  but,  offhand  $,  1 
thought  there  was,  and  I  am  just  aa^ir^,  this  from  a  guess* 

I  t  xOUgnt  1,76  could  ILOt  dO  lt» 

deputy  Peebles s  Thought  you  could  not?  I  do  not  follow 

you* 

-,Ir*  Popes  X  thought  that  we  could  not ,  say,  walk  into 
our  office j>  M3end  tnis  thine  to  a  friend  of  mine#” 

2>eputy  Peebles s  Is  tuero  any  regulation  over  the  typo 
of  message  yon  may  send  over  tnia  leased  wire? 

.IT*  Popei  You  mean,  as  to  whether  it  refers  to  our 
baoineas,  or  something  else? 

Deputy  Peebles s  Xea* 

ir*  Popes  l  think  that  is  covered*  Vfre  limit  ourselves 

t  o  b  us  i  ties • 

Deputy  Peebles 2  hut  there  ia  no  ‘  edcral  or  Ctate  regula¬ 
tion  there? 

Sr*  Pope*  That  I  can  not  answer*  I  really  do  not  know* 

I  would  be  glad  to  see  if  I  could  tell  you*  I  suppose  J  could* 
i.'Tr*  WilleverJ  1  would  like  to  oay  that  we  appreciate  t ttt 
fact  that  The  first  Corporation  of  Joston  is  one  of  our  largest 

and  be3t  customers* 

Deputy  Peebles ?  ir*  willever,  wnen  you  oay  that  it  is 


* 


one  of  your  largest;  and  beat  customers,  do  you  mean  of  individii. 
messages#  or  by  leased  wires? 

„Iro  willevers  Individual  messages,  by  cable* 
heputy  Peebles »  \itk  i  to  take  your  statement  to  meu.. 
uiat  you  are  transacting  an  important  part  of  The  "  irat  >oc«» 
ton  Corporation’s  business? 

hr*  Willever?  I  could  not  say  taut*  I  might  say  that , 
an  our  customers  run,  the  2  irot  o  >  Jooton  is  an  important  one* 
hr*  Popes  I  should  say  that  we  would  be  a  very  impor¬ 
tant  one,  because  w©  use  the  cable* 

deputy  Peebles s  Are  their  messages  mainly  cable  mes¬ 
sages,  or  leased  line  messages? 

hr*  Willever*  I  tnink  the  bulk  of  their  correspondence 

10  by  cable* 

heputy  Peebles?  That  covers  tne  point  t^ut  we  wanted  to 
bring  out* 

hr*  Scott  has  some  questions* 

hr*  Scott?  hr*  Pople,  all  in  all,  how  many  correspon¬ 
dents  do  you  iiave  that  make  use  of  ti.eae  various  leaned  cir¬ 
cuits? 

hr*  Pope?  bine,  I  tuirhe. 

hr*  Scott?  Witn  how  many  people  in  these  various  com¬ 
munities  do  you  correspond  in  tain  business  connection? 

You  nave  more  than  tnut  number  of  citie3? 

Ir  •  Pop©?  Tou  asked  for  correaporidenta ? 


•  1  • 


. 
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...r*  Uootts  Yes,  the  numoar  of  correspondents* 

hr.  Popes  I  think  it  in  nine®  but  your  next  question  J 

do  not  understand* 

ir»  Scott*  I  can  not  quite  understand  wnut  you  meun 
uy  nine*  You  auy  you  nave  as  high  as  five  in  a  ainjle  oily • 
,.ir*  Popes  You  used  the  word  "correspondents"  and  f 
included  correspond eats  wit^  others  when  I  said  five  in  a 
single  city,  but  a  correspondent  is  a  person  w/io  confines  hio 
oommuni  cat  ions  to  the  business  that  he  want  3  to  do  wit.:  us 
only ,  and  they  send  a  message  oayingthat  they  want  to  buy 
something  from  us,  or  want  to  sell  you  something!  and  *  t  Ink 
wiiat  there  are  nine  of  taose* 

hr*  Scott*  In  all  of  these  cities s  do  you  have  bra.»c: 
houses  of  your  awn? 

Ir*  Popes  Hot  in  every  one®  We  have  twenty-two  branch 

offices  in  t^e  United  3£atea* 

,ir»  Scott*  Exactly  what  kind  of  use  do  you  raalce  of 
them?  I/O  your  communications  go  from  hoot  on  to  your  brunc: 
offices 9  and  then,  by  those  branch  offices,  distributed  to 
others  ? 

•lx*  Pope*  Ho*  The  regulations  are?  as  I  understand  the 
regulations,  taut  anybody  who  is  a  co«u3er  wit  a  us,  jaint 
User  on  the  system  wit h  uo »  nas  to  ixuve  a  terminus  in  his 
office,  Y/ith  a  telatypo  machine,  whereby  he  receives  hi3  meo- 

0a^e3'  *f  n©  is  a  user,  **e  has  to  xiave  a  telatypc  machine 


. 


2ce 

originating  k lio  messages  on  his  own  machine*  Wo  do  not,  do  it* 
lr«  Jcatts  Is  this  t;.e  practice  that  you  say  io  uo:l«> 

fined  to  five  in  any  city? 

Xr*  Popes  .  a,  t^at  number  includes  correspondents  and 

other  joint  users* 

«lr*  Gcott*  now  many  joint  users  clo  you  have  on  all  of 
your  circuits,  the  total? 

iSx*  Popes  The  total  *»  X  tx-ink  there  are  64« 

-ir*  Sootts  hre  t^ose  joint  users  all  named  in  the 
leases  of your  various  circuits? 

Ax»  Pope*  lea  I  am  sure  they  are* 

;.Ir»  acotta  Is  there  any  other  use  made  except  oy  tuose 
joint  users  who  are  named  in  the  leases? 

Xr°  Popes  ho* 

ivtr*  Scott s  Who  pays  for  the  lease? 

Xr*  Pope*  You  me aii  tne  physical  check  that  is  handed 
to  the  telephone  company? 

Jr*.  Scott*  Yes?  sir* 

Ax»  Pope*  -Jay  1  ask  that  question  of  one  of  our  people? 

Xr*  icotts  Yes 

{.after  conferring  with  a  gentlemaxi  in  the  audience*  ) 

.ir*  Popes  We  pay  it* 

Xr*  Scott*  It  is  not  a  contribution  by  tue  joint 

users? 

Ir*  Pope*  There  is  a  contribution,  ’ye  v/ould  not  bear 


* 


tiie  entire  expanse# 


ur*  3ootts  Leaving aside  for  the  moment  t.  e  question  of 
service  and  the  type  of  service  Which  you  said  ia  so  importaji 
for  tne  conduct  of  your  business  tne  main  objection  you  nave 
to  this  Code  proposal  is  that  it  would  increase  your  coa^o, 

-a  it  not? 

-Jr#  XJope*  Yes#  We  could  not  maintain  a  wire  from  ew 
'fork  to  the  Pacific  Coast ,  and  in  Seattle  and  Portland  and 
Loo  .in&elee,  alone#  Ho  one  has  ever  been  able  to,  and  i  know 

taut  w©  could  not# 

~Ir#  L o o 1 1 8  Lo  you  know  any  reason  why  the  lur^e 
user^  like  your  company ,  ououXd  have  a  better  rate  than  the 
small  user  for  ti*e  aame  type  of  service? 

■Jr#  Popes  Is  it  the  same  type  of  service?  l  do  not 
think  so*  I  can  &iv©  you  seven  reasons,  or  ten,  why  it  is 
no  t  • 

jn  jcotts  Way  it  is  not  the  some  type  of  service? 

dr*  Pope?  Yes# 

Lcputy  Peebles s  We  would  like  to  have  tucxa# 

■  “i**  Popes  I  asked  oae  of  our  senior  officers  t>.e  other 
day  to  list  the  benefits  that  we  hot  from  t.  is  e.yoteni,  aside 

hhy  question  here,  and  I  have  told  several  people  o* 
tiiio  list*  and  ’  will  read  it* 

in  tne  first  place,  o*  1  •«  there  arc  twelve  reasons 


' 

■ 
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Oo  1  ia  instantaneous  service. 

3*  2  is  ever*- ready  facilities. 

o*  3  ia  elimination  of  relay  messages. 

o.  4  ia  adoption  of  trade  vocabulary* 

o*  o  ia  iue  wide  use  of  abbreviations. 

o*  6  is  the  elimination  of  addressee,  signatures  u.ti 


identifying 

symbols • 

i»0  e  ? 

io  freedom  from  cyphering  or  de cyphering. 

hT0.  8 

is  increased  efficiency  of  companies  handlir:  one 

type  of  business* 

<;3*  9S  accuracy  in  transmission* 

-o.  10*  confidential  sei'vice* 

fo«  11,  classification  of  messages*  and 

ho*  12,  lessened  cost  per  volume* 

Those  are  twelve  ^osd  reasons  for  it. 
ir®  hcotts  Leaving  out  t-.e  service  for  tne  moment, 
tii©  main  thing  tnat  you  ii&ve  in  mind  is  tuut  it  would  be  u 
increased  cost  it  you  would  be  confined  between  your  offices 
to  one  correspondent  in  eacn  of  t^use  cities  that  you  men- 
t  i  cried? 

4r*  Pope:  ies,  you  ould  not  run  a  wire  to  me  Pacific 
JOast  in  any  case  unless  a  group  of  houses  decided  that  the. 
would  combine.  There  is  not  any  house  on  tne  "oast  that 

ui ford  to  divide  witxi  us  the  wix*e  system.  it  Just  stops 


tne  business,  except  what  t?e  can  do 


aver  the  telephone,  and 


. 
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I  cut i  not  trying  to  exaggerate  t.-;ac$  i  am  just  telling  you 

what  •$ ye  know  Irani  facte* 

Jefore  we  uad  a  leased  wire  to  the  Treat  least  we  used, 
entirely  and  exclusively ,  except  for  an  occasional  telegram, 

vue  long  -  distance  telephone* 

As  far  as  i  know ,  our  competitors  use  exclusively  t.  e 
long  distance  telephone  now*  because  they  have  not  t.  at  leaded 
wire  system,,  and  the  reason  t^ey  have.  not  got  it  pernapa  mit.  .t 
oe  ••  1  do  not  know  **«  because  Were  are  only  a  certain 
number  wuo  can  use  t  e  leased  wix*e  system,  and  there  are  not 
enough  to  go  around  fox'1  everybody* 

One  of  our  competitoro  has  had  a  leased  wire  system  at 
one  time,  wiW  ot  era  on  his  system* 

Leputy  Peebles*  Would  you  not  consider  tiiat  you  are  in 
a  prejudicial  condition,  ith  your  leased  wire  system,  over 
this  competitor  who  had  one  and  had  to  abandon  it? 

A r*  Pope;  It  would  seem  so,  except  for  tac  fact  that 

iu  t  e  bond  business,  as  we  do  it,  we  do  it  more  cue  way  it 
is  done  in  England*  In  otuer  words,  we  arethe  facilities 
tuat  our  competitors  use  to  exciiau^eoonda  witn  tne  market 
and  wx th  Weir  customers,  and  it  results  in  the  competitors 
gettin^  as  muon  advantage  in  inis  use  of  leased  wires,  al- 
most  as  much  as  ?>e  do* 

heeputy  Peebles*  fou  moa  »  Wax  your  competitors  use 


your  leased  wires? 


, 
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LI 


. 


!  V 


360 


*r.  Papes  Jo$  they  use  iv  ta  bay  and  sell  bonds  |  u  d 
cue  reason  we  can  buy  and  sell  witu  taem  Is  because  we  .ave 
leased  wires  ta  the  same  decree  and  volume* 

deputy  ?eeole33  -re  not  3ome  of  your  competitors  car* 
rying  your  leased  wire  service? 

Jr*  Popes  ho,  I  do  not  t-xink  so. 

deputy  Peebles s  There  was  a  ^ueotion  asked  awnilc  aw.  o 
as  to  what  was  meant,  by  a  eorresx>ondent »  Ian  you  tell  me 
now  many  firms  are  on  your  leased  wire  ays  tern? 

ill*.  Popes  -£y  recollect  on  of  it  is ,  as  i  said,  63  or 

64. 

Bepuiy  Peebles $  /.rc  tuey  all  named  in  your  lease? 
fir*  Pope*  Yes,  sir* 

deputy  Peebles i  This  revenue  tax  tuat  exists  on  tele- 
grama  ,  does  tnat  apply  to  telegrama  you  send  over  the  leased 

wires? 

hr*  Popes  Well,  we  pay  b  per  cent  tax  On  our  lease. 

1  eputy  Peebles s  You  pay  it  on  t-e  lease  itself,  wit., 
no  relation  to  t  .c  number  of  messages  you  send  over  the 


wire? 


Hr*  Popes  ia,  it  iu  based  on  the  cost  of  the  lease. 


B eputy  Peebles s  Bo  you  ever  take  business  for  ot  ers 
t  an  tnooe  who  are  named  in  t  e  lease? 

Jr*  Popes  You  mean,  send  a  personal  message? 

Bcputy  Peebles  s  no,  meant  along  your  banking  or  so- 


. 
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^i3hop 
fls  . 


curitiea  business* 

,(ir.  Pope «  Well,  if  j.  understand  it  correctly,  wn.it  you 
mean  is*  do  we  take  a  message  and  transmit  it  t;:0  sane  as 

Luo  Western  Uni  on V 

Deputy  Peebleos  ieo* 

,;.4r»  Pope*  ho* 

Deputy  Peebles*  You  nave  no  system  of  Ghar&ing? 

Ur,  Pope*  ro,  we  would  not  take  it*  1  do  not  tnlnk 
anybody  otOit  to  offer  a  leased  wire  for  any  sued  message 

as  that* 

Deputy  Peebles:  /* re  you  under  the  regulation  o:f  tno 
interstate  Coraineroe  Coaaissioa  in  regard  to  keepiu,;  a  file 
of  your  messages  available  for  one  year? 

Ur*  Pope?  1  do  not  thirds  we  are* 

Deputy  Peebles:  Does  tuat  apply  to  you,  under  your 

leased  wire? 

Ur*  Popes  Ko,  sir?  but  wo  a  re  perfectly  willing 
Deputy  Peebles s  Xnat  regulation  does  not  apply  to  you, 

nowever? 

Ur*  Pops;  X  understand  that  we  do  not* 

Deputy  Peebles?  Is  tnere  any  otner  appearance  that 
you  want  to  make  for  trie  ^irst  National  Corporation? 

Ur*  Popes  Vo„  sir* 

Deputy  Peebles?  -or*  W*  F*  JLoreiiousej  of  the  XUicago 
& c  i*ort  -we3teru  Hailroad* 


' 


. 
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Mr o  Thoms  Mr.  Administrator,  be  understood  that  be 

would  not  be  reached  until  this  afternoon. 

Deputy  Peebles?  He  will  be  ready  then? 

Mr,  Thom;  Yes> 

Deputy  Peebles;  Mr->  Guy  Mason  of  the  Chemical  Bank  & 

Trust  Company . 

STATEMENT  OF  MR.  GUY  MASON 

Representing  the  Chemical  Bank  &  Trust  Oo.,  Hew  York, 

Mr*  Mason;  Mr.  Administrator,  like  the  gentleman  preced¬ 
ing  me,  X  am  here  representing  the  consumer.  My  name  is  Guy 
Mason ,  and  I  am  an  attorney  at  law  in  Washington r  Do  C,  X 
represent  the  Chemical  Bank  &  Trust  Company  of  135  Broadway f 
New  York. 

The  Chemical  Bank  &  Trust  Company  has*  under  lease  from, 
the  A«  Tc  &  T.  a  private  wire  which  rune  from  their  office  in 
New  York  to  their  office  in  Chicago c 

As  co-users  of  that  wire,  they  have  the  Commerce  Trust 
Company,  Kansas  City , Missouri ;  the  First  National  Bank  of  St. 
Louis,  Missouri;  the  Mississippi  Talley  Trust  Company,  of  St. 
Louis,  Missouri;  the  National  Bank  of  Detroit;  and  the  Cleve¬ 
land  Trust  Company,  of  Cleveland,  Ohio. 

The  primary  use  to  which  this  wire  is  put  is  for  the 
transactions  in  government  bonds.  Xte  secondary  use  is  in  the 
fostering  of  good  relations  between  itself  and  its  correspond¬ 
ing  banks  out  in  the  country. 


♦ 


. 
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The  annual  oharge  of  the  A.  T.  &  T.  for  this  service, 
with  the  government  tax  of  5  per  cent  added,  the  tax  fixed  in 
the  existing  Revenue  Act,  *8,173.10  a  year.  Of  this  amount, 
the  Chemical  Bank  pays  less  than  50  per  cent,  or  $i,5-0,b0. 

The  Commerce  Trust  Company  of  Kansas  City  paye  $437.50. 

The  First  national  Bank  of  St.  Louis  pa/s  £330,  tl)e  ul88ls" 
sippi  Valley  Trust  Company  ?105,  the  'National  Back  o i  Detroit, 
$500,  and  the  Cleveland  Trust  Company  fl50,  or,  as  X  stated, 

slightly  over  50  per  oent, 

fith  the  banks  under  the  present  situation,  tn*xr  >*;.  • 
ings  largely  are  now  in  government  bonds.  Owing  to  several 
causes,  primarily  the  general  situation,  the  banking  business 
is  limited  largely  now  to  the  receipt  of  money  for  deposit,  in 
the  conduct  of  a  trust  department,  and  the  purchase  and  sale 
of  high-grade  bonds,  of  which  the  government  bonds  will  con¬ 
stitute  the  larger  part.  In  dealing  in  government  bond®,  the 
range  in  price  is  often  as  low  as  l/33d  of  a  point. 

In  view  of  that,  time  is  a  great  element.  Ae  a  matter  of 
fact,  it  is  of  the  essence  of  the  transaction.  In  otnex  x-.  iv  . 
an  order  from  oca  correspondent  will  come  in  and  within  two 
minutes  it  is  consummated/  This  could  not  be  done  otherwise, 
because  of  the  delay  in  the  sending  and  receiving  of  messages 
by  telegraph.  It  would  have  to  be  done,  if  at  all,  by  tele- 

phone  o 

In  the  office  of  the  Chemical  and.  its  correspondents. 
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there  are  two  telegraph  operators  and  a  clerk  employed  which 
If  the  use  of  the  private  wire  were  discontinued,  would  be 

out  of  Jobe., 

Our  correspondent s  that  are  using  this  service  do  not 
oompare  with  the.  First  Boston  Company ,  which  Colonel  Pope 
represents,  but  nevertheless  it  is  just  as  important,  the  fos¬ 
tering  of  good  relations  with  correspondent  banks  is  important, 
in  view  of  the  Banking  Act  of  1933,  which  attempted  to  deoen-  j 

tralizethe  gathering  of  large  holdings,  so  many  in  Haw  York* 
and  \*hich,  in  spite  of  it,  remains  the  money  center  and  the 
security  center  of  the  world,  and  those  relations  must  be  fos¬ 
tered* 

Banks  cannot  operate  In  an  isolated  manner .  They  have  to  j 
cooperate  and  work  with  and  through  one  another,  and  in  these 
dealings  it  is  necessary  that  they  have  some  communication, 
which  will  give  them  quick  service.  The  telegraph  service  is  , 
used,  and  I  judge  that  my  client,  like  myself,  used  both,  but 
since  the  majority  of  its  telegraph  business  to  the  holder  and 
larger  company,  but  there  is  a  great  deal  in  that  business  that 
cannot  be  done  by  telegraph,  and  must  be  done  by  telephone, 

How,  these  banks  are  not  all  of  the  3ame  size,  either 
measured  by  capital,  deposit  or  earnings*  have  soma  of 
theae  banks  where  their  capital  is  less  than  $1, 000,000 «  That 

is  not  true,  of  course,  with  the  Chemical,  and  when  you  con¬ 
sider  the  total  cost  for  that  service,  including  the  tax  of 
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$3,173,  it  rune  about  $20PQ00  a  year,  which  would  make  it  pro¬ 
hibitive  for  any  of  these  banks  to  maintain  their  service ,  if 
they  had  to  maintain  it  independently  of  the  other. 

■$e  will  take*  for  inetanoe,  the  lowest  contribution K 
which  is  that  of  the  First  Sat  tonal  Bank  of  St,  bouts,  $300— 
$320  a  month.  That  is  nearly  $1,500  a  year.  That  is  quite  an 
item,  when  most  banks  today  are  rebuilding  surpluses  and  are 
not  taking  any  dividends  or  are  making  any  money  with  which  to 
pay  dividends ->  They  are  all  particularly  outlying  banka,  re¬ 
pairing  capital  structures  of  which  the  surplus  forms  a  part, 
and  we  say  that  under  Section  6  of  Article  VII,  to  cut  out  the 
use  of  that  private  wire  by  restricting  Its  use  to  Just  a 
lessee  named p  would  make  it  prohibitive 0  They  could  not  do 
it,  for  the  banks  are  not  making  the  money  that  they  hope  to 
make » 

Mr*  Scott:  I  am  confused  about  your  figures,  Mr.  Hason, 

The  first  figure  of  $3,000  to  applied? 

Mr*  Mason:  The  first  figure  of  #3,173=10  is  the  monthly 

toll  which  we  pay  the  A»  To  &  T* 

Mr,  Scott?  Monthly? 

» 

Mr  o  Ma&on:  Mo  n  t  hi  y . 

Mr*  Scott;  That  figure  is  split  up  among  the  Chemical 

and  these  other  banks? 

Mr*  Uaeon;  And  its  co-us  rs,  which  are  named  in  the  leas'* 


with  the  A.  T.  &  T. 


. 
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Of  that  &3f.173<>10  a  month,  tha  Chemical  pays  $1P660  60, 

Mr*  Scott:  -ho  actually  pays  that? 

Mr  e  Masons  The  Chemical  national  Bank  &  Trust  Company  * 

by  check, 

•  Sure  Scott?  And  it  receives  contributions ’from  the.  other 


firms? 

Mro  Mason?  From  the  other  banker 

Mr o  Scott?  Does  that  extend  only  from  Chicago  to  Hew 
York,  or  to  these  other  places  that  you  mentioned? 

Mr  *  Mason i  They  tie  in,  and  what  the  technical  arrange¬ 
ment  ia*  I  do  not  know*  but  they  tie  in  from  St  *  Louie  to 
Cleveland  and  to  Detroit .> 

Mr*  Scott:  The  only  line  you  have  explained  about  i© 

the  ons  actually  between  Hew  York  and  Chicago? 

Mr,  Mason;  Our  line  runs  directly  from  Hew  York  to 
Chicago «  X  have  a  guide  of  lines  here,  if  you  would  like  to 

look  at  it, 

Mr-  Scott:  Just  one  thing  moref  and  that  is,  whether  or 

not,  30  fax  as  you  know,  there  is  any  use  permitted  of  that 

wire  except  by  these  firms  that  you  mentioned » 

* 

UTo  Mason:  X  sat  in  on  the  hearing  yesterday  morning 

and  heard  that  question  raised,  and  I  made  inquiry  of  Mr. 
Houston,  the  first  vice-president  of  the  bank,  and  he  said  no, 

absolutely  not,  no  use  made  of  it  by  person  other  than  the 
bank,  and  only  in  the  transaction  of  the  business  of  the  bank* 


. 
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Deputy  Peebles:  May  ve  keep  this  guide  of  lines? 

Mx.  Mason:  Is  that  a.  signed  copy? 

Mr.  Scott;  It  is  typewritten  * 

’Mr.  Masons  You  may  keep  it* 

Deputy  Peebles?  Thank  you  very  iau.oh0 
Mr*  Mason:  At  this  point t  if  I  mayf  l  would  like  to 

have  made  part  of  the  record  my  letter  to  you  dated  May  15. 
1934r  and  contains  a  suggested  amendment  * 

Deputy  Peebles:  Very  'well  F  that  may  be  done. 

(The  letter  referred  to  is  as  follow??;) 


LAW  omcss 


MASON,  SPALDING  &  MoATEE 

Tower  Building 

Washington,  D=Co 
May  15,  1934 6 

National  Industrial  Recovery  Administrtion, 

Washington,  Do  Go 
Gentlemen:-* 

IN  BIS  HEARING  -  NOo  578-Ao 

«*'■■■  w—  I  I  — li ‘.11,11  I  larmr-.wi  u«.nw».»>»iiaMrwfc— *  »iw "  <»■ 

ATTEHTIOHs  HOB.  L.H.  OTI®, 

qS>BM'caT«ar-».»>i ^  .»  w.-w  — c» > -acaourjr xy i-gr*rr 1 juwwi* ' « ng  ■  -•» 

Deonty  Administrator c 

T  he  writer ,  Guy  Mason,  has  been  designated  a3  the 
representative  of  the  Chemical  Bank  &  Trust  Company,  165 
Broadway ,  New  York,  NoY* ,  to  appear  at  the  hearing,  Ho*578~A 
Telegraph  CcmmunioatlcaB  Industry,  scheduled  for  lOsOO  od clock 
Alia  Wednesday,  May  16,  1934*  My  principal  and  client  thanks 
the  Administrator  for  this  opportunity  to  place  before  the 
Administrator  its  views  and  suggestions  with  regard  to 
Section  6  of  Article  7  of  the  proposed  Code  for  the  Tele¬ 
graph  Communications  Industry « 

The  Chemical  Bank  fk  Trust  Cbmpany  since  1924  has  been 
using,  under  lease  from  the  Amerioan  Telephoxia  and  Telegraph 
Company,  a  telegraph  circuit  between  i^s  oft  ice  in  New  York 
and  its  office  in  Chicago o  The  circuit  included  the  necessary 
equipment  to  operate  the  same*  Sharing  in  the  use  by  end 


with  the  consent  of  the  lessor  are  the  Cleveland  Trust  Com¬ 
pany  ,  Cleveland,  Ohio,  S&tion&l  Bank  of  Detroit,  Detroit, 
Michigan,  Mississippi  Valley  Trust  Company,  St,  Louis, 
Missouri,  First  National  Bank,  Qt„  Louis,  Missouri,  and 
Commerce  Trust  Company,  Kansas  City,  Missouri  Until  their 
failure  the  Guardian  Trust  Company,  of  Cleveland,  and  tue 
national  Bank  of  Commerce,  of  Detroit,  share  the  use  of 
this  circuit  instead  of  the  two  hanks  named  from  those  cities 
The  monthly  toll  charged  the  lessee  by  the  lessor  is 
§3,022,  to  which  Is  added  a  Federal  tax  of  $151 o 10  making 
a  total  monthly  toll  of  $3,l?3ol0o  The  users  of  this  circuit 
share  the  expense  as  follows  % 

Commerce  Trust  Company,  Kansas  City,  Mo*  $437 0 50 
First  national  Bank,  3t  =  Louie,  !5o«  330 o 00 

Mississippi  Valley  Trust  Go*  sto  Louis,  Mof.  105«00 
National  Bank  of  Detroit,  Detroit,  Mich*  BOOoOO 
Cleveland  Trust  Company,  Cleveland,  Ohio  350 o 00 

$Xs612oS0 

The  primary  use  to  which  the  circuit  is  put  by  the 
lessee  and  its  co-users  is  for  the  purchase  and  sale  of 
high  grade  bonds,  particularly  Government  bonds  *  It  has 
been  found  from  experience  that  in  deaL  ing  ixx  Government 
bonds  time,  without  exception,  is  of  the  essence*  Often*  more 
often  than  not,  in  these  days  bonds  axe  bought  and  sold  on  a 
range  of -X/ 32nd  of  a  point.  For  instance,  an  order  to  sell  may 


: 


be  filed  in  the  Chicago  office  of  the  lessee  and  within  two 
minutes  be  consummated  in  the  lessee°s  Hew  York  office*  in 
which  time  the  bond  price  has  moved  up  or  down  1/32 nd  of  a. 
point .  In  the  handling  of  large  blocks  of  bonds  a  movement 
of  l/32nd  of  a  point  rune  into  large  figures e 

The  circuit  has  been  of  tremendous  value  to  the 
lessee  in  developing  relationship  between  the  lessee  and  its 
correspondents ,  and  in  enabling  the  lessee  and  its  oc-uaers 
to  handle  promptly  foreign  exchange,  and  other  banking  matters 
in  which  time  is  an  element c 

Also,  many  email  banks,  which  are  in  sense  feeders  to 
the  banks  mentioned  herein  as  users  of  this  circuit,  buy  and 
sell  their  bonds  through  these  banks,  and  their  bond  business, 
6®  well  as  other  business  for  them,  is  transmitted  over  this 
circuit * 

Section  &:  of  Article  7  reads, in  part,  as  follows? 

«2So  member  of  the  industry  shall  enter  into  any  lease 
of  a  wire,  or  provide  any  leased  wire  service,  under  existing 
lease  or  otherwise,  which  permits  the  us©  of  such  wire  in 
telegraphic  communication  by  any  person  or  corporation  other 
than  the  lessee  thereof?  nor  shall  arty  member  of  the  indus= 
try  oermit  any  use  of  a  leased  wire,  for  compensation  or 
otherwise,  under  existing  lease  or  otherwise,  which  will  re¬ 
sult  in  giving  to  any  user  thereof,  other  than  the  lessee, 
a  rat©  of  service  more  favorable  than  that  which  is  afforded 


* 


to  other  persons  using  or  requiring  substantially  similar 

service," 

The  banks  mentioned  as  sharing  in  the  use  of  the  cir¬ 
cuit  are  not  directly  parties  to  the  lease*  ^hile  the 
appendix  to  the  lease  names  lessees  oo-usersfer  the  purpose 
of  installation  and  maintenance  of  equipment  necessary  to  th* 
use  of  the  cirouit,  the  lease  nevertheless  is  between  the 
American  Telephone  &  Telegraph  Company  and  the  Chemical  >an)'. 
&  Trust  Company e  The  inhibition  against  leasing  or  lurni©h*= 
lag  service  under  an  existing  lease  found  in  the  above  lan¬ 
guage  of  the  proposed  Code  would  prevent f  in  the  opinion  u* 
the  lessee,  the  banks  named  from  getting  the  service  they 
ao w  get o  If*  by  reason  of  the  furnishing  of  equipment  and 

wire  service  to  the  banks  named  other  than,  the  lesseo,  wo -.L„d 
make  them  parties  to  the  lease,  then  the  second  inhibit* Ion 
in  this  Section  would  preclude  vu^^a  getting  eaervioe  on 
account  of  the  non— uniformity  of  the  toll  paid* 

It  must  be  borne  in  mind  that  all  of  these  batiks 
are  not  the  came  size,  measured  by  their  capital,  deposits, 
earnings,  or  liquidity*  Their  fields  of  service  are  not 
the  same,  and  the  amount  of  business  each  does  over  the  cir¬ 
cuit  is  not  the  same  in  volume.  Also,  independent  of  ©&oh 
other,  except in  g  the  lessee,  the  banks  using  this  circuit 
do  not  and  would  not  have  sufficient  business  to  warrant  the 
leasing  of  a  wire  or  circuit  for  their  exclusive  use. 


*. 
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To  enforeoe  the  provisions  of  this  Section  as  now 
written  would  simply  destroy  the  use  of  this  leased  wire  as 
all  tne  users  would  have  to  give  up  the  service  on  account 
of  the  expense o  This  would  entail  losses  to  the  users  and 
to  their  patrons  and  correspondents  by  reason  of  their  ln.at)il=- 
ity  to  take  advantage  of  narrow  market  ranges  in  the  purchase 
and  sale  of  bonds,  which  advantage  they  now  possess •  Also, 
it  wouuld  force  the  banks  in  question  to  develop  new  moans 
of  fostering  good  relationship  between  themselves  and  their 
correspondent  banks » 

The  Ohimical  Bank  &  Trust  Company  is  not  informed  as 
to  the  purpose  of  this  Section,  or  are  they  acquainted  s iuff«- 
iciently  'Situ  j»u©  scchnicaliti©©  of  the  tslegi’aph  industry 
to  ;judga  as  to  the  wi$4on  of  this  provision,  and,  consequently 
offer  no  criticism  as  to  it- or  the  proposed.  Code,  but  it  does 
feel  that  in  view  of  the  restrictions  which  have  been  placed 
upon  banks  by  the  rules  of  the  Federal  Reserve  Board,  the 
Banking  Act  of  1933,  the  Bankers0  Code,  and  that  restriction 
found  in  the  stock  market  control  legislation  pending  in 
Congress,  that  there  should  be  no  further  restriction  by  &*$•“ 
priving  them  of  the  use  of  service  which,  in  their  ^udg^sufi 
has  no  influence  In  the  matter  of  fair  competitive  practice 
in  the  Telegraph  Commnni cat ions  Industry* 

The  Chemical  Bank  &  Trust  Company  suggests  that  the 
second  paragraph  of  Section  6,  Article  ?,  of  the  proposed 
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Cod©  fee  amended  to  read  as  follows; 

x Tills  Section  shall  not  apply  tointerohange  of 
wire  facilities  between  members  of  the  industry  ,  or  to  wires, 
circuits,  or  service  furnished  to  the  United  States  or  to  au 
of  its  agencies,  or  banks  which  are  members  of  the  Federal 

Reserve  System,  or  to  the  Press 05J 

The  above  amendment  being  an  exception  in  character, 

would  not  interfere  with  the  Telegraph  Communications  Indus¬ 
try  In  governing  its  own  affairs,  but  would,  at  the  same 
time  not  destroy  a  relationship  which  has  little  or  no  bearing 
on  the  Telegraph  Gommuni cat ions  Industry  as  a  wholes 
leaves  to  this  lessee  a  valuable  service  it  has  enjoyed  for 
a  number  of  years • 

Respectfully, 

(Signed)  Guy  Mason _ _ _ , — - — — - 

Guy  Mason,  Representative  and  Attorney 

for  the  CHEMICAL  BAM  &  TRUST  COMPANY 


OF  NEW  YORKo 


* 
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Deputy  Peebles?  Since  I  recognized.  Mr,  HJillever,  and 

have  refused  to  recognise  Mr*  Cammen  from  the  floor P  I  asked 
him  to  submit  his  question,  and  in  my  opinion  It  does  not 
pertain  to  the  code3f  and  so  I  suggest  that  he  talk  the  matter 

over  with  Mr*  Cooper, 

will  recess  now  for  lunch,  and  meet  again  at  2  o^clook-. 
(Thereupon „  at  13o4?  o® clock  p.  m,#  a  recess  was  taken 
until  2  o* clock  p »  mo  of  the  same  day,) 


v\\ 


AFTERNOON  SESSION 


(The  hearing  was  resumed,  at  3?00  o’clock  p,  a,) 

Deputy  Peebles s  The  next  witness  to  be  called  at  this 
hearing  will  be  Mr.  N.  F.  ?.!oxehouee  of  the  Chicago  &  North 

Western  Railroad* 

Will  you  identify  yourself  for  the  record,  Mr,  Mo rehouse? 

STATEMENT  OF  MR,.  HYE  F.  MOREHOUSE 
Chicago ,  Illinois., 

Mr-  Morehouse s  Mr.  Administrators  I  appear  her®  on 
behalf  of  the  Chicago  &  North  Western  Railway  Company  and  the 
Chicago ,  St,  Paul ,  Minneapolis  &  Omaha  Railroad  Company ,  these 
two  companies  being  affiliated  companies  and  their  lines  being 
known  as  the  Chicago  &  North  western  Railway  System. 

The  Chicago  and  North  Western  Railway  Company  was  organ¬ 
ised  in  1859.  In  that  same  year  it  made  a  contract  with  a 
telegraph  company  in  order  to  obtain  telegraphic  Conan  uni cation, 
along  its  line  of  railroad  in  Northern  Illinois  and  Southern 
Wisconsin  some  300  or  400  miles  in  length,  at  that  time. 

Since  that  time,  the  railroad  has  extended  to  a  mileage 
of  8,400,  located  in  nine  State© «  As  the  railroad  extended^ 
telegraph  lines  were  also  extended  along  and  upon  its  right  of 
way.  These  telegraph  lines  were  arranged  for  and  considered 
as  a  part  of  the  necessary  facilities  for  equipping  and  oper¬ 
ating  the  railroad,  as  the  telegraph  vas  used  very  extensively 
in  di spa tohing  and  directing  the  movement  of  trains,  ae  well 
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as  a  means  of  speedy  communication  between  officers  and  ageru»s 
in  carrying  on  the  general  business  of  the  railroad.  These 
telegraph  facilities  still  exist  and  are  still  very  extensively 

so  used  at  this  time* 

As  an  outgrowth  of  that  02’iginal  contract  of  1959  and 
succeeding  earlier  contracts,  the  railroad  in  1838  entered 
into  a  contract  with  the  Western  Union  Telegraph  Company  cover¬ 
ing  these  telegraphic  facilities  and  that  contract  ®till  T-e~ 

mains  in  effect* 

Under  these  contracts,  the  telegraph  company  has  been 
obligated  to  construct,  and  has  constructed  ana  maintained  on 
the  railroad  right-of-way  a  telegraph  line  wherever  the  rail¬ 
road  has  extended  its  line*  It  has  made  these  telegraph  lines 
available  for  the  use  of  the  railroad  at  all  times  in  operat¬ 
ing  its  rail road o  The  Telegraph  Company  has  furnished  the 
materials  and  labor  for  constructing  these  lines,  the  material 
for  maintaining  them  and  a  part  of  the  maintenance  labor. 

On  the  other  hand,  the  Railroad  has  furnished  the  trans¬ 
portation  over  its  line  for  the  materials  incorporated 
these  lines  and  the  men  performing  the  construction  work.  It 
has  also  permitted  the  telegraph  lines  to  be  placed  on  its 

right-of-way.  The  Telegraph  Company,  under  this  contract,  has 

« 

set  apart  certain  of  its  wires  for  exclusive  railroad  use,  and 
has  the  privilege  of  placing  in  these  telegraph  lines  as  many 
wire3  ae  it  may  need  for  its  own  coniraercial  business.- 
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The  two  companies  share  the  l^fcor  cost  of  maintenance . 

They  also  share  the  cost  of  telegraph  operator  service  at  the 
railroad  offices  where  commercial  telegrams  are  handled,  At 
some  stations  the  railroad  company  pays  the  ope  rate  r(  v/ho 
also  acts  as  the  agent  of  the  telegraph  company,  and  at  other 
stations  the  operator  is  paid  by  the  telegraph  company  and 
takes  care  of  the  railroad  work.  These  arrangements  are  gen¬ 
erally  at  email  stations  where  one  man  can  handle  all  the  work 
for  both  companies o 

I  might  say  parenthetically  there  that  the  question  of 

« 

who  shall  furnish  the  operator  depends  upon  the  volume  of  the 
telegraph  business  handled  during  the  preceding  year*  The 
growth  of  the  volume  of  telegraph  business,  the  more  the  obli¬ 
gation  of  the  telegraph  company  to  furnish  a  man, 

Neither  company  makes  any  charge  against  the  other  for 
any  of  these  reciprocal  services  or  privileges  *  That  the 
mutual  advantages  accruing  to  the  parties  are  reasonably  well 
balanced  must  be  apparent  from  the  fact  that  these  arrangements 
have  so  long  endured  and  still  remain  in  effect « 

We  have  never  conceived  that  there  was  anything  in  the 
slightest  degree  inimical  to  the  public  interest  in  this  joint 
enterprise  of  providing  facilities  essential  to  business  of 
both  parties,  or  in  the  exchange  of  services  involved  therein » 
On  the  contrary  it  seems  very  clearly  to  be  in  the  public 
interest  because  it  makes  very  definitely  for  economy  in  oper- 


■ 
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ation  in  both  the  railroad  and  the  telegraph  business,  If 
each  had  to  provide  these  necessary  facilities  separately  and 
without  the  others  cooperation  in  this  fashion*  it  would  ob¬ 
viously  be  more  costly  for  each,  These  reciprocal  arrange-  ♦ 
ments  promote  efficiency  in  operation  as  well  as  economy* 
Efficiency  and  econooiy  in  operation  have  long  been  recognized 
as  objeots  to  be  sought  after  in  the  public  interest* 

Perhaps  more  important  in  its  effect  is  the  fact  that 
were  it  not  for  these  reciprocal  and.  cooperative  contracts* 
there  would  be  a  great  many  small  railroad  stations,  serving 
the  lesser  communities,  where  no  telegraph  service  would  be 
available  *  There  ien5t  enough  telegraph  business  to  warrant 
any  company  in  ^r-iatalnihg  an  independent  office  at  many  of 
these  stations*  but  where  the  railroad  has  an  agent  or  oper¬ 
ator  on  duty*  he  is  available  to  handle  the  occasional  mes¬ 
sages  received  or  for  delivery. 

The  availability  of  this  service  is  a  great  public  conven¬ 
ience  at  a  very  large  number  of  stations  and  must  certainly  be 
considered  in  the  public  interest.  Laying  aside  any  quest! ?n 
of  constitutional  right  or  of  statutory  power*  to  interrupt 
or  abrogate  these  long  continued  arrangements  seems  to  ua  tc 
be  entirely  unnecessary  and  undesirable  in  the  public  interest 
As  I  have  listened  to  these  proceedings  these  two  days*  X 
have  net  been  at  all  sure  that  It  was  the  intention  of  those 
who  drafted  this  code  tc  have  it  apply  to  a  situation  such  aa 
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X  have  outlined.  It  seemed  to  me  very  probably  that  in  fram¬ 
ing  the  language  of  paragraphs  3(a)  and  3(e)  of  Article  • 
and  Sections  3  and  7  of  the  came  article P  they  were  not  aim¬ 
ing  at  situations  of  this  hind  at  alio  Nevertheless*  eno-Jld 
this  proposed  code  go  into  effect  as  drai ted*  it  might  Ps 
fined  bo  as  to  require  under  these  provisions  that  the  reci¬ 
procal  arrangements  of  which  X  have  spoken  must  be  discon¬ 
tinued,  Such  action  would  truly  create  a  most  chaotic  condi¬ 
tion  and  a  very  considerable  increase  in  operating  expense  oi 
both  parties. 

Because  properties  and  operations  of  the  two  are  so 
closely  and  intricately  connected*  if  it  becam©  necessary  o 
each  to  set  up  a  cash  oharge  against  the  other  for  every  pri¬ 
vilege*  use  of  facility  and  service  performed  for  the  other* 
all  in  accordance  with  published  schedules,  the  very  essence 
of  these  contracts  would  be  destroyed.  In  addition  to  & •- e , 
iy  affecting  the  railroad  industry*  this  would  result  in 
higher  telegraphic  cost*  poorer  telegraphic  service  and  lees 
employment  in  the  telegraph  industry  -  resultE  quite  the  con¬ 
trary  to  those  desired  by  the  K.  R.  A. 

The  contractual  arrangements  of  which  I  speak  have  been 
recognized  heretofore  by  Congress  as  not  being  Inimical  to  tbs 
public  interest «  In  paragraph  (7)  of  Section  1  of  the  Inter¬ 
state  Commerce  Act,  exceptions  axe  found  permitting  the  ex¬ 
change  of  ao-called  free  service  between  railroads  and  tele- 
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graph,  telephone  arid  cable  companies .  The  propriety  of  this 

provision  of  tlie  law  and  of  this  class  of  railroad-telegraph 
contract e  has  been  discussed  and  approved  by  the  Interstate 
Commerce  Commieeion  and  also  by  the  Supreme  Court  of  the 
United  States,  (See  Postal  Telegraph  Company  v,  Tone pah  Rail¬ 
road  Company,  343  U.  3,  4?1.) 

The  Communications  Act  of  1934,  now  before  Congress, 
contains  like  recognition  of  thee©  practices «  It  follows  that 
any  code  adopted  for  the  Telegraph  Industry  should  likewise 
include  affirmative  recognition  of  the  validity  of  the  prac¬ 
tices  carried  on  under  these  contracts.  While  the  telegraph 
companies  alone  would  be  subject  to  the  code  and  the  rail¬ 
roads  not  be  covered  thereby,  yet  in  the  manner  I  have  en¬ 
deavored  to  point  out,  the  railroad  industry  would  toe  ex¬ 
tensively  affected  toy  the  proposed  code  provisions  a$  they  now 
stand,  although  the  L  Hu  A,  was  not  intended  to  apoly  and 
does  not  apply  to  railroads.; 

I  am  satisfied  that  what  I  have  said  reflects  correctly, 
in  a  general  sense,  the  situation  which  exists  on  a  great 
many — in  fact  on  most  —of  the  important  railroads  of  the  coun¬ 
try.  I  know  it  exists  on  the  Chicago,  St,  Paul,  Minneapolis 
and  Omaha  Railway,  which  company  I  represent  here  as  well  as 
the  Korth  Western.  The  contracts  of  these  two  companies  are 
not  identical  tout  are  quite  similar.  I  know  from  general 
knowledge  that  contracts  with  soma  other  railroads  are  of  the 


. 


same  general  nature . 

I  might  any  in  application  of  that  that  I  have  seen  copiee 
of  several f  and  I  gained  the  very  definite  impression  that  they 
are  all  upon  the  same  general  lines  and  include  to  a  greater 
ox  less  degree*  the  characterization  of  an  exchange  service,, 
and  while  the  exact  adjustment  and  terms  in  each  case  differ 
somewhat  from  others,  I  do  not  know  of  any  two  that  are  exactly 
identical,  and  yet  they  are  all  of  the  general  character 

and  quite  similar » 

Therefore,  In  order  that  you  may  have  a  concrete  sugges¬ 
tion  before  you,  I  submit  the  following  as  a  tentative  draft 
of  an  additional  paragraph  to  he  inserted  at  the  end  of  Arti¬ 
cle  X  of  the  proposed  codes 

Existing  and  futurs  contracts  between  members  of  the  in- 
dustry  and  common  carriers  subject  to  the  Interstate  Commerce 
Act  by  means  of  which  facilities  for  transmitting  telegraphic 
communications  are  maintained  and  operated  both  for  use  in  the 
public  telegraph  business  and  in  the  business  or  operation  of 

such  other  common  carriers  shall  be  lawful  and  unaffected  by 

$ 

the  provisions  of  this  Code,  and  none  of  its  provisions  shall 
be  construed  as  prohibiting  the  exchange  of  services,  the  ex¬ 
tending  of  privileges,  services  or  facilities ,  exclusive  or 
otherwise,  ox  the  carrying  out  of  mutual  arrangements,  between 
the  parties  to  any  such  contract  or  contracts,  anything  in  this 
cod©  to  the  contrary  notwithstanding*  Nor  shall  any  provision 
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of  this  code  be  construed  so  as  to  conflict  with  any  provi si 
of  the  Interstate  Commerce  Act  or  other  existing;  Act  of  Con¬ 
gress  •> 

In  submitting  this*  I  ask  that  it  be  considered  as  ten¬ 
tative  only,  and  in  explanation  of  that  I  want  to  say  that  I 
came  down  here  and  appeared  yesterday  for  the  first  time  and 
had  known  nothing  of  this  proceeding  up  to  that  time  and  had 
only  seen  the  proposed  code  that  is  now  before  you,  the  day 
before,  bo  that  I  did  not  have  time  to  consult  with  our  peo¬ 
ple  or  with  other  railroads  in  making  this  suggestion,  but  I 
thought  that  you  would  like  probably  to  have  something  in  con¬ 
crete  form  even  though  it  might  be* of  a  tentative  nature o 

1  would  like  to  ask  if  I  may  be  permitted  that  within 
such  time  as  the  Administrator  may  allow,  I  would  say  probably 
10  days  to  3  weeks,,  if  that  is  permissible*  that  I  may  be  al¬ 
lowed  to  submit  a  suggestion  if  that  is  felt  desirable,  a  re¬ 
vised  suggestion,  and  to  submit  a  brief* 

Deputy  Peebles:  You  may.  At  the  end  of  the  hearing 
there  will  be  a  definite  time  announced  in  which  briefs  may 
be  filed;  probably  a  week  or  ten  days,  and  I  would  be  very 
glad  to  have  you  submit  one, 

^'hile  I  appear  on  behalf  of  but  two  railroads,  I  wish  to 
advise  you  that  before  leaving  Chicago  on  Tuesday,  Kay  15th, 

I  inquired  of  the  lawyers  representing  seven  of  the  larger 
railroad  systems  having  their  general  offices  at  Cfcioago  and 


. 


* 


. 


3Q3 


C-3 

found  that  up  to  that  time  these  specific  provisions  of  this 
proposed  code  had  not  come  to  the  attention  of  any  of  them. 

By  that  I  do  not  mean  to  say  that  they  did  not  know  of  the  code 
pending  in  the  telegraph  business •  Whether  they  did  or  did 
not,  I  do  not  know.,  I  imagine  most  of  them  have  probably  seen 
something  In  the  press  about  it,  and  had  a  general  impression 
that  there  was  a  proceeding  of  this  character  aping  on,  but  I 
found  that  none  of  them  have  seen  the  exact  phraseology  which 
is  before  you  now,  or  knew  anything  =*bout  the  details  of  its 
provisions,  any  more  than  I  did  before  I  received  it  on  Mon¬ 
day, 

These  gentlemen  expressed  a  lively  interest  in  the  sub¬ 
ject  and  asked  that  I  req*  est  in  their  behalf  that  they  might 
have  the  privilege  of  appearing  at  a  later  hearing,  if  oxva  is 
to  be  held,  or  if  not  that  they  be  permitted  to  file  written 
statements  and  briefs  within  a  reasonable  time  to  be  fixed  by 
the  Deputy  Administrator,  I  make  such  request  at  this  time 
on  behalf  of  these  Chicago  lines  and  I  would  like  also,  if  I 
may  be  permit  ted*  to  make  a  similar  request  on  behalf  of  a 
number  of  other  western  railroads  whose  representatives  were 
not  seen  by  me  and  whom  I  did  not  have  the  opportunity  to  make 
inquiries  of,  because  I  believe  that  these  other  lines  will 
also  be  similarly  interested,  and  I  would  like  to  have  extended 

to  them,  whether  orally  or  in  writing,  if  they  should  desire, 

Deputy  Peebles;  I  would  like  you  to  advise  them  to  file 
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briefs  and  to  flic  twelve  copies  of  each  brief  bo  that  it  fcay 
be  handled  expeditiously  here  through  the  various  advisory 
boards.  That  applies  to  any  railroad  that  you  may  care  to 
contact,  We  will  be  glad  to  have  you  do  so, 

?v:r,  Morehouse*  Very  well. 

Deputy  Peebles?  Have  you  finished  your  statement? 

Mr,  Morehouse  5  Tee,,  sir. 

Deputy  Peebles?  There  are  a  few  questions  that  I  would 
like  to  ask  you  before  you  leave, 

I  take  it  fro  si  your  statement  that  t>.e  contract  with  tie 
telegraph  companies  much  you  nave  testified  about,  dees  not 
involve  u^y  .none;/  cons  iderasi on »  but  is  simply  an  exchange  0 
services » 

hffl  1  rig  at  on  taut? 

jloreuouoe*  That  is  it  exactly,  hr«  administrator* 
deputy  ^cobles *  Wnat  specific  paragraph  in  the  present 
proposed  lode  do  you  ti.iuk  prevents  a  continuance  of  that? 

^r*  Moreno  uses  I  mentioned  in  my  statement;  paragraph  2 
(a)  ar?d  2  (e)  of  section  7*  2  (a)  provides  ti*at  dimmed lately 

upon  the  effective  date  of  tnio  code  each  member  of  tuc  industry 
snail  file  witn  tue  Interstate  Commerce  Commission  and  wit  .  t  .e 
Code  .Authority ,  schedules  showing  all  of  its  rates  and  charges 
for  tuc  transmission  of  telegraphic  com tunica (. ions ,  for  rental 
of  telegraphic  facilities,  equipment  and  appliances,  and  for  all 
other  services  performed  or  uses  allowed  by  it  wuiah  are  inci* 


dental  to  or  connected  with  telegraphic  oommunicati  ouo  „  between 
different  points  on  it3  own  lines  and  between  points  cr.  its  own 
lines  and  those  on  tua  lines  of  other  members  of  t«.e  industry 
when  a  Joint  rate  tms  been  established etc. 

Xuen  tnere  is  t.^e  beginning  of  t^e  second  sentence  below* 
"'file  schedules  printed  as  aforesaid  by  any  member  of  t  e  indus¬ 
try  shall  plainly  state  tne  places  between  waic.i  telegraphic 
communications  will  be  transmitted,  and  shall  contain  the 
classification  of  telegraphic  service,  and  shall  also  state 
separately  rentals  of  facilities  and  equipment,  charges  for 
delivery,  and  all  other  charges  whicu  are  not  included  in  the 
rates  and  charges  for  transmission  service,  and  all  charges 
for  privileges  or  facilities  granted  or  allowed,  and  all  rules 
and  regulations  wnion  in  any  wise  ciianje  or  affect  or 

determine  any  part  o.  tae  aggregate  of  such  aforesaid  rates 
ai4  emerges  or  tne  value  of  t^e  service  reiidered  to  t ,>£  user 
thereof  • " 

I  stated  in  my  written  statement  that  i  nad  some  doust 
about  whether  it  was  intended  by  these  provisions  to  reac 
contract  situation  of  the  kind  1  itave  described,  and  yet  you 
will  observe  that  language  is  very  broad,  and  it  could  be  take  : 
and  seised  upon  and  urged  ta&t  every  service,  every  facility 
in  connection  with  tne  maintenance  of  that  telegraph  line  on 
the  railroad’s  rig-t  o  way  that  was  made  available  to  tne 

railway  company  by  tne  telocrapn  company  would  have  to  bo  cover 


. 
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ed  by  a  published  printed  schedule,  at**  t^at  it  would  oe  un« 
lawful  for  the  telegraph  oorapany  to  permit  any  of  tnooc  privi¬ 
leges  or  uses  unless  it  did  iiave  every  one  of  taoae  items  an  own 
and  a  specific  Giiarge  set  up  in  tae  printed  schedule,  and  t  e 
uses  of  the  railroad  of  telegraphic  systems  of  that  kind  are 
so  varied  and  in  many  respects  so  different  from  tae  uses 
inade  by  the  ordinary  commercial  user  txii.it  it  would  toe  a  very 
difficult  and  intricate  Wing  to  set  up  a  schedule  in  tae  first 
place,  and  in  tne  next  place  if  you  set  one  up  it  would  in¬ 
volve  an  immense  amount  of  accounting  and  extra  work  which  io 
uot  now  required,  and  all  to  no  purpose  as  we  3ee  it- 

.that  is  the  way  in  which  I  thought  that  provision,  though 
possibly  and  probably  it  seemed  to  toe  not  intended  to  reach 
this  contract  situations  yet  after  it  becomes  a  law,  a  person 
takes  it  up  and  looks  at  it,  and  says,  '"low,  what  does  this 
mean?" 

It  might  very  well  toe  urged,  it  seemed  to  me  that  it  was 
intended  to  apply,  to  the  contracts  about  which  i  am  talking 
unless  come  general  clause  is  put  into  the  clause  which  makes 
We  contrary  intention  perfectly  apparent,  and  that  was  tae 
reason  for  my  suggesting  such  a  clause- 

There  i3  no  need  to  read  the  ower  provisions,  but  in 
the  same  v?uy,  upon  reading  tne  ones  Wat  ;  referred  to  in  ray 
statement,  you  will  se  e  that  it  could  toe  urged  with  considerable 

force  if  Wose  provisions  stood  just  as  they  now  are,  without 


i  8  _i 


38? 


any  later  qualifying  clauoe#  that  tney  Were  intended  to  apply 
to  the  railroad  contract  situations  tae  same  as  to  all  other 

situations* 

Deputy  Peebless  What  is  the  ad  van  t  ace  to  the  railroad 
of  an  exclusive  contract?  Suppose  you  had  a  contract  for  sue 
privilecesj  such  as  you  have  mentioned*  but  suppose  it  was  in 
.*o  sense  an  exclusive  contract?  Would  you  be  in  uny  better 

or  worse  position? 

jIt*  storehouse*  Well*  I  would  say  offnand  that  the  ex» 
elusive  features  of  tue  contract  are  primarily  for  the  benefit 
'of  the  telegraph  company*  and  yet  1  will  say  this  also*  that 
..ad  it  not  been  for  those  exclusive  features  1  doubt  if  the 
contracts  would  iiave  been  in  tueir  present  form*  Vaey  were 
something  in  the  nature  of  an  inducement  in  tiie  beginning  to 
offset  the  obligation  of  the  telegraph  company  to  extend  its 
line  wherever  tne  railroad  built  a  mile  of  railroad*  bearin^ 

.n  aind  that  tuat  means  branch  lines*  lignt  traffic  lines, 
as  well  ae  heavy  traffic  lines*  and  lines  in  regions  of  dense 
populate  on. 

Talce  our  own  railroad  for  instance*  We  extend  through 
a  lot  of  territory  where  the  population  is  very  sparse*  We 

nave  a  line  of  railroad  in  Wyoming  extending  from  the  eastern 

* 

line  of  tue  state  to  a  point  possibly  75  or  80  miles  from  tnc 
■western  line  of  t^e  state*  and  as  you  ismow  tue  population  t-.ere 
is  very  light*  The  stations  are  not  so  close  together,  of 


. 
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course,  but  tne  amount  of  t elegrapn  business  out  there  would 
uot  be  very  much  of  an  inducement  for  any  telegraph  company , 

as  i  see  it® 

deputy  Peebles*  Why  does  the  telegraph  company  build 

alon^  that  line  tuon? 

rtr*  -iorenouses  1  don’t  knot?  that  l  can  a  newer  for  t  .e 
telegraph  company#  but  it  seems  to  me  tuut  in  the  beginning 
the  telegraph  companies  were  like  the  railroads®  hey  were 
in -tne  development  stage*  The  country  itself  was  in  t*  e  ae~ 
velopment  stage#  and  these  railroad  lines  were  constantly 
pushing  out  into  new  territory#  and  encouraging  tne  movement 
of  tue  population  out  into  that  territory®  liuny  of  the  rail« 
road  linos#  when  tney  were  first  built#  could  not  be  justified 
on  an  economic  basis  what  the  immediate  results  would  be#  but 
w ney  recognized  tuut  by  building  out  there#  t-e  population 
would  fallow  tne  railroads,  and  ti-e  country  would  be  built  up# 
j-uid  that  they  would  get  the  business  by  reason  of  their  be¬ 
ing  there#  and  apparently  the  telegraph  companies  went  along 
w*th  taat  idea  in  tneir  business#  and  the  two  developed  to~ 
...ether#  and  helped  develop  the  country  and  developed  wit*,  %>e 
country,  and  so  far  as  tne  truth  of  it  is  concerned,  i  think 
our  railroad  at  least  would  consider  that  this  is  a  mutual 
contract  and  a  contract  of  a  reciprocal  nature,  each  party 
agreeing  to  do  certain  t  .inga  for  the  other  in  conoider.it  ion 
of  wiiat  txie  other  will  do  for  niia,  and  there  is  a  certain 
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amount  of  mutuality  tnere  that  should  be  respected,  it  seems  to 
mo,  by  both  parties  to  tue  contract,  and  th^t  would  include 
this  exclusive  feature  along  with  every  otncr  term  and  provision 

of  the  con  true t« 

Deputy  Peebles*  1  am  still  not  clear  us  to  exactly  wuat 
benefits  the  railroad  goto  from  Vie  exclusive  contract  tuat 
t^oy  would  not  equally  jet  out  of  a  non-exclua ive  contract* 

lr#  ..  .orohouses  Wells  I  thinlc  it  might  be  said  very  clear* 
ly  tuat  it  would  be  to  the  benefit  of  tne  railroad  to  have 
their  public  telegraph  service  at  all  of  the  stations  on  its 
line  * 

Deputy  Peebles  s  Gould  it  not  have  Vat  and  ex'  a  non-cx~ 

elusive  contract? 

,tr«  Morehouse  a  1  tuinls  it  would  L.„  very  difficult  to 
get  that  under  a  ncn-oxclus ive  contract »  or  it  would  have  beeu 
very  difficult  in  tue  beginning,  at  least  and  i  thinlc  it  would 
be  now,  because  there  are  so  many  of  these  light  stations, 
lignt  traffic* 

Deputy  PeeoXcas  In  other  words,  v.is  is  very  beneficial 
to  tne  railroad  company,  and  possibly  expensive  to  tue  tele* 

* .  rap  h  c  o  ;apa  ay  * 

.  lr#  aoreuou3e«  ,m,  L  would  not  3uy  V^ut.  J.  think  it  is 
benefit  to  the  botxi  ol  tnem«  l  said  before  tiiat  .i  thinlc  the 

exclusive  feature  is  considered  to  be  primarily  for  the  beiic- 
fit  of  tne  telegraph  company*  l  do  not  tnirdc  the  railway,  iz: 


otixer  words ,  would  nave  insisted  on  putting  that  exclusive 
feature  in  tnie  contract* 

deputy  Peebles*  ilr«  Scott  wants  to  aalc  you  a  question* 

-lr»  Jcotts  In  tne  case  of  tne  contract  of  your  particular 
rail  carrier?  with  tne  Western  union?  neither  one  of  tue  par¬ 
ties  pays  money  for  tne  services  rendered  to  tae  other?  does 

it? 

-£r*  io  rehouse  a  no#  t  ^sy  do  not* 

ir*  Ucotts  It  Is  a  matter  of  mutual  transfer  ox  services* 
*«£r*  .ioroiiousos  I'hat  is  correct,  except  to  this  extent* 

X  answered  that  question  in  this  way  before?  but  there  should 
be  this  qualification,  perhaps,  -•  for  off  line  telegraph  buai~ 
ness  *»~  taut  is  to  say?  the  sending  of  messages  to  points  off 
tne  line  of  tne  railways  if  the  volume  of  taut  business  gets 
above  a  certain  amount,  then  tnere  is  a  cash  consideration  in 
a  year's  time* 

Jlr*  Z c o t t z  Uut  the  majority  of  tue  services  rendered  by 
your  company  for  the  benefit  of  the  Western  Union  are  not  paid 
for  in  money* 

:r*  Horehouse*  *iiut  is  correct* 

% 

vlr*  Scot 1 8  Y/hat  is  tne  practice  of  your  company  as  t  3 
including  such  services  wituin  their  schedules  and  tariffs, 
they  file  with  the  interstate  Commerce  Capias  ion? 
r*  storehouses  lliey  do  not  include  t.iom* 

*lr*  hcotts  Is  that  t^e  established  practice  of  t.^e  ?om- 
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mission  not  to  require  tuem? 

4r  •  uoreh  a  use:  i  es  • 

4r-  Dootts  i'hia  language  in  Section  2  that  you  criticise 
is  the  language  •  of  tne  Interstate  Commerce  ^ct© 

Ir*  Warehouse?  I  unci  erst  and  *  hat  9  but  you  mil  also  find 
in  t he  Interstate  Commerce  Act  in  paragraph  7  of  Section  X, 
specific  provisions  authorising  the  exchange  of  services  and 
transportation  be  tureen  telegraph,  telephone  and  cable  c  xipu.ae- 
and  railroads* 

Jr*  Scott  a  If'  that  were  included  in  tnis  "ode?  would 
liiat  remove  your  objection,  *«>  a  substantially  similar  pro¬ 
vision? 

Ir*  Boreas  uses  The  3  am©  effect  is  what  X  have  endeavored 

to  briiiu  about  through.  the  suggestion  that  .1  made  here  today* 

.hr.  Scott*  Kou  go  away  beyond  that  in  your  suggest  on. 

If  the  language  of  the  Interstate  Commerce  Act  permitting  ex¬ 
change  of  services  for  otaer  than  money ?  and  excluding  those 
from  tariffs  and  schedules  to  be  filed,  were  inserteds  would 
tnat  cure  your  objection? 

4r»  XIorehouset  I  doubt  i:  you  could  take  the  exact 
language  of  the  Interstate  Commerce  Act  and  put  it  into  this 
C  od  e  * 

;,lr*  Scott »  S oae  thing  substantially  similar  to  that. 

.Iffo  Jore^ouse  ( cent inui rig) z  And  have  it  uazraoniae,  and 

that  ie  why  I  tried  to  work  out  something  tnat  harmonized  more 
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nearly  with  the  Code  itself  *  so  tj  make  it  a  more  complete 

and  balanced  provision* 

Ir«  Ocott*  Would  you  mind  tninkin^  along  tue  linco  i 
xiave  just  suggested,  and  include  your  suggestion  or  conclusion 
in  txie  brief  you  wisxi  to  file? 

Hr*  Horenouses  I  would  be  glad  to  do  it*  :»a  J  said  be¬ 
fore,  I  put  in  tJLs  suggest  J-3H  on  very  short  notice,  and  1 
would  be  very  happy  to  proceed  along  t^e  line  you  suggest* 
Dex>uty  Peebles  3  Thank  you*  Jjp*  Thomas'  1  •  Littlepage,  of 
the  Rook  lalu/sd  Railroad* 

Will  you  please  state  your  full  name  an d  representation 
for  the  purpose  of  the  record? 


STATE.^TT  0??  HR.  TLOxSAS  ?.  LITTLKPACrB 
ATTORt^y  FOR  THE  HOOK  ISlAffl)  RAILROAD  II*  WASuIRGTO: 

Ir«  Littlepage*  Hr*  Deputy  Administrators  1  just  want 
to  use  about  two  minutes*  I  am  the  attorney  for  the  Rook 


la  land  Railroad  in  Washington*  l  think  you  stated  to  ".r» 
•lo  rehouse  that  opportunity  would  be  given  to  file  briefs. 
Deputy  Peebles z  That  is  correct* 


Hr®  Littlepoges  That  is  priiaarily  what  i  came  down  here 
for,  because  we  had  vesy  short  notice  of  this* 

X  might  say,  Hr*  Deputy  Administrator,  that  the  brief 
which  we  will  file  will  be  devoted  very  largely  to  a  discus¬ 
sion  of  various  sections  under  Article  VII  which  will  snow  t<  e 


contracts  which  the  Rock  Island  Railroad  xxua  had  for  about  6b 
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years  with  the  telegraph  c otnpuny,  and  tuat*  it  will  show  that 
taose  contracts  have  been  mutually  beneficial  to  the  companies 
and  satisfactory  to  the  public,  and  that  any  code  provision 
which  changes  those  contracts  will  not  be  to  tile  interest  os 
either  of  the  companies  or  tne  public * 

I  ca *110  primrily,  as  i  said,  to  aek  permission  to  file 
such  a  brief,  and  1  understand  that  is  going  to  be  done® 

That  statement  i  made  generally  will  be  encompassed  in 
tnis  brief,  and  it  will  be  a  strenuous  objection  to  any  3 ode 
provision  whicxi  disrupts  tnis  arrangement,  and  tne  reasons 
are  as  t  have  stated,  that  we  do  not  believe  Uiat  it  will  oe 
to  the  benefit  of  either  of  tae  companies  involved  or  tne 
public* 

I  do  not  know  whether  -  can  answer  any  questions  you  want 
to  ask,  but  if  you  have  any,  and  I  can,  3  will;  ai4  if  not, 

I  wil  tell  you  why* 

ir*  £ootts  Wherein,  in  your  opinion,  is  the  exclusive 
part  of  tills  contract  of  benefit  to  the  railroad  companies? 

,;r*  Littlepaget  Simply  for  this  reason.  Telegraph 
lines  run  all  over  the  country*  They  iiavo  got  to  pass  little 


villages  and  little  hamlets  in  order  to  get  some  place  else* 
The  railroad  companies  have  their  section  crews  taking  care 
of  the  railroads*  They  can.  take  care  of  ti*e  telegraph  lines 
and  the  poles  at  very  little  expense  to  the  railroad  company, 

whicu  would  cost  the  telegraph  company  if  they  undertook  to  do 
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tuat  separately*  ten  tiroes  as  much  moxieyo 


Tiie  re  fore  the 


telegr&pn  company  recognises  that*  and  for  mat  the  telegrapu 


company  gives  t  e  railroad  company  certain  usee,  certain  privi¬ 


leges*  for  tula  compensation*  and  the  railroad  company  g-veo 


tnem  the  exclusive  right  in  their  stations*  and  the  telegraph 


companies  nave  been  many  years  building  this  up9  and  it  iiao 


been  built  up  in  many  tot roe  to  where  today  eotoe  competin. 


c ampany  could  come  in  and  benefit  by  the  work  which  tne  tele- 


grapn  company  and  the  railroad  companies  been  building  up  for 


years?  which  we  contend  is  not  fair* 


We  contend  that  the  railroad  company*  because  of  iao  fact 

f 

that  it  aa®  its  crews  out  there*  up  and  down  the  railroad  over 


day?  can  take  care  of  broken  lines  and  broken  poles*  and  do 


repair  work*  and  maintain  that  telegraph  line  at  much  leu  a 


expense*  and  if  the  telegraph  company  therefore  is  a ole  or 


willing  to  give  the  railroad  company  compensation  in  tne  tranu- 


mission  of  messages  *  which  it  has  done*  and  we  feel  that  that 


contractual  arr&ngemefi  is  cheaper  and  is  better  for  the  puoli 


and  it  costs  tne  public  less  money?  it  costs  the  railroad  com¬ 


pany  less  money*  and  it  costs  the  telegraph  company  lees  money. 


and  as  a  result  of  t  -at*  w©  think  that  the  exclusive  contract 


is  entirely  fair* 


Where  the  service  has  been  built  ,p  to  where  it  is  on  a 


payin^,  basis*  we  do  not  believe  tuat  any  competitor  ha®  t^e 


right  to  come  in  there  and  disrupt  that,  because  we  do  not  be- 


- 


•  • 


lieve  it;  will  benefit  anybody*  "'rankly.,  that  is  the  reason# 

Jlr •  Scott?  Your  answer  shows  tnat  it  la  beneficial  to 

the  telegraph  company* 

>ir«  Lit tlepage*  Yes*  sirs  and  to  the  railroad*  We  in.  ink 
it  is  beneficial  to  both,  and  we  taluk  they  are  entitled  to 

tnat  benefit# 

-ir#  r>cott$  Couldn?t  that  same  thing  be  done  without  t  e 
exclusive  feature  in  t^e  contract? 

-ir#  Lit clepages  I  don’t  t^lnk  sc#  i  don’t  tnink  it 
could#  X  don’t  represent  tne  telegraph  company »  and  never  uad 
the  pleasure  of  meeting  any  of  tne  gentlemen  until  Z  heard 
them  here  yesterday 9  and  X  do  not  represent  them*  X  urn  speak¬ 
ing  largely  from  long  experience *  that?  anybody  knows  tnat 
Ooes  up  and  down  telegraph  linos  and  railroad  lines  ti.  rough 
the  'country®  A  telegraph  company  obviously  is  not  Ooing  to 
tap  a  telegraph  line  and  put  service  at  every  little  hamlet 
in  this  country  unless  they  could  do  tnat  at  a  very  cheap  ex- 
pens a.  It  is  to  tue  benefit  of  the  railroad  and  to  the  benefit 
of  the  telegraph  company,  because  it  my  build  up  business® 
f hey  can  speak  for  t^ema elves  on  that,  but  i  tnink  that  the 
exclusive  contract  is  a  very  important  feature,  and  i  think  it 
is  fair# 

-•Ir#  Sootts  You  still  nave  not  aaown  any  reason,  but  let 

us  leave  that  for  your  brief® 

#lr#  Littlepages  Well,  the  reason  1  tnink  is  the  common 


■£K 


* 


» 


9 
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inherent  fairness  of  a  service  which  a  situation  iiaa  been  work- 
ed  up*  but  I  would  be  very  glad  to  amplify  it  in  a  brief 9  and 
I  aia  sorry  t^at  1  can  not  make  my coif  clear* 

J^eputy  -i.' cables  i  4  u&l;  a  moment »  iou  soy  that  section 

nancls  and  bo  forth  replace  poles  and  replace  wires? 

% 

-!ffo  Littlepaoes  3ur©«  They  do  the  repair  w ork  iii  many 
instances  under  these  contracts*  X  do  not  know  if  tney  do 
it  everywhere,  but  1  know  many  places  where  tiiey  do* 

Deputy  Peebles s  X>o  you  consider  section  h&..do  capable 

of  repair  telegraph  wires? 

(Ir*  .nit  tlepages  Certainly*  There  may  be  some  tilings 
taut  tiiey  can  not  do p  but  tne  principal  tiling  that  happens  io 
the  breakage  of  poles ,  and  tue  a napping  of  wiree,  which  cer¬ 
tainly  in  a  section  crew  tnere  is  somebody  that  liaa  gumption 
enough  to  piece  scats  wires  together,  and  t  *&$  is  tiie  principal 
thing*  It  does  not  take  mu  on  skill  for  t.*at* 

Deputy  Peebles 8  The  question  is  asked 7  do  you  know  whether 
»*hey  Pay  the  prevailing  rates  under  tne  Hail  road  Act  to  those 
people  when  they  perform  t~at  type  of  work? 

^ir*  Littlepages  That  ia  a  part  o  i^cir  regular  duty  tl  ey 
tU7G  doi ng  all  along  all  tne  time*  They  do  not  give  them  any 
special  extra  compensation  for  that,  -hey  pay  taem  good  wages* 
Vhe  railroad  companies  certainly  have  taken  care  of  taeir  em¬ 
ployees  as  well  as  any  organisations  tiial  I  know  of*  1  know 
tnere  are  plant.,  of  them  anxious  to  get  tne  jobs* 


. 


- 


« 

' 


kJ  V  r 


) 


Deputy  Peebles s  l’ hands  you, 
;>»  Oilier,  of  tue  American  Short 


7r*  Littlepage*  "r*  *' • 

Dine  mulroad  association 


nere  ? 

0 

ii.  Voices  -.lr*  filler  informed  me  yesterday  that  he  merely 

wished  to  file  a  brief* 

Deputy  Pee&X©3#  Ar*  EXiana  hanoon,  of  tue  American  ewe- 

paper  Publishers*  Association* 


STAXSX&KT  07  JE*  ELIShA  IUD307,  AfTORMJT  "0,1 
AiMUCAK  aOTPAPER  PUBLl3hSH3*  A3S0CIATI01U 


£r*  Hansons  ;4r»  Administrator,  nty  name  is  Elisha  Dans  on, 
and  I  am  the  attorney  for  the  American  Newspaper  Publishers  * 
Association*  an  association  which  was  formed  in  1887,  and 
the  membership  of  whicn  includes  the  publishers  of  some  425 
to  450  daily  newspapers  sf  the  "United  States* 


7 he  members  of  tnis  Association  of  publishers  have  publi- 
cations  wuioh  range  in  circulation  from  under  5,000  copies 
daily  to  qyqx  a  million  copies  daily,  embraced  in  their  member- 
snip,  and  taey  are  publishers  of  the  newspapers  which  take  in 
more  than  80  per  cent  of  %  e  total  daily  circulation  of  the 
United  States,  which  ia  some  55,000,000  of  copies  a  day* 

They  are  very  large  users  of  telegraph  service*  ‘'hey  get 
that  service,  as  well  u3  cable  service,  in  tnree  wayas  open 
telegraph  service,  leased  wire  service  from  bureaus  to  offices, 
and  from  offioea  n  bureaus |  and  press  association  service, 


wufch  in  turn  involves  leased  wire  service 


n 


* 

. 


' 


I  do  not  apeak  for  the  press  associations •  i  believe  t  icy 
arc  goino  to  bo  represent  gu?  and  t.  oy  can  tell  you  the  details 

of  their  service* 

The  association  which  Z  represent  has  been  asked  by  cer«* 
tain  parties  to  this  proceeding  to  oppose  t.  is  code,  and  by 
another  party  to  support  t>*e  code  with  an  amendment  wnich  was 
proffered  to  us p  1  believe*  on  ..londa.,  afternoon  or  Tue bd-iy 

afternoon® 

Unfortunately  we  can  not  support  tne  code®  7/e  think  that 
it  io  entirely  improper  to  go  into  the  regulatory  fields-  r/e 
nave  no  objection  whatsoever  if  the  '  *  R.  u  desires  to  have 
a  code  of  hours?  wa^ea ?  and  working  conditions  for  the  tele¬ 
graph  companies®  We  are  operating  under  a  simple  code  o:  that 
code  ourselves®  Rut  we  do  think  that  with  the  question  of  ser~ 
vices  involved?  and  with  one  Federal  a  ency  and  from  40  to  4b 
ftwta  agencies  and  the  regulating  of  these  companies  now?  taat 
we  should  not  have  a  competition  between  two  federal  agencies 
as  to  wnioh  shall  regulate  them?  because  in  the  last  analysis? 
wuile  we  are  not  interested  in  any  controversy  between  these 
companies  over  their  own  business,  we  are  interested  in  tne 
costs  of  those  controversies,  because  we  are  a  part  oJ.'  those 
wno  pay  t;-e  bill* 

What  lire  want  is  the  best  service  that  each  and  every  on  i 
of  them  has  to  offer,  at  a  just  and  reasonable  and  fair  rate, 
and  what  we  do  not  want  ie  to  be  denied  the  improvement  of  acr* 


. 


’ 


. 


vice,  auoh  improvement  as  ana  come  duriiio  t  e  pact,  and  auo.i 
as  are  in  the  offing  now,  simply  because  thooe  improvements 
may  affect  tho  competitive  condition  of  one  company  or  t^c 

otnsr* 

1  have  aome  figures  here  to  auov  some  of  the  proportionate 
costs  of  service  to  newspapers*  1  do  not  n avc  the  figures  for 
tue  entire  aoot  for  trio  .Association  wnioh  i  represent,  but  one 
newspaper,  mi ioh  ia  not  the  largest  nor  by  any  means  the  amalloi 
out  ia  a  representative  daily  newspaper  of  a  large  city  in  the 
United  2 tat ea*  in  the  montu  of  april*  paid  out  for  ita  ovm 
leased  mire  service,  that  ia,  between  its  Washington  bureau 
and  its  home  office,  0?36*  X* wring  the  same  mou%>.  it  paid 

to  the  telegraph  companies  far  open  wire  service  on  preen  mes¬ 
sages  ./ 3,280,  and  during  the  same  manta  it  paid  to  one  proas 
association  whose  service  it  uses  34*341#  and  tp  another  press 
as social is n  $ 2 , 000 « 

'fhe  icontij.  of  >pril  was  not  a  part  io^X&rly  heavy  mo  at/*  nor 
a  particularly  light  month,  but  that  raeavis  to  tue  press  asaocia- 
tion  and  to  the  v/ire  services »  the  telegraph  companies ,  it  pay  a 
approximately  f- 180, 000  a  year,  of  which  some  50  per  cent  is 
for  open  wire  service,  and  by  open  wire  service  X  mean  tue 
press  messages  whion  come  ia  the  nature  of  queries  from  cor¬ 
respondents  of  too  newspaper  in  some  1800  cities  and  towns  in 
tile  United  States,  and  answers  from  tho  publisher  t  otiose  cor- 

respondents,  and  tile  press  stories  whio/i  some  over  the  wire  to 


. 


■■HIM 


w 


•  • 


the  publisher* 


*» 


) 


Of  course  a  ^roat  proportion  of  the  amount  wnich  is  pLtid 
to  t ue  preoe  association  is  the  asoesaraont  or  the  charge  for 
uie  wire  service  w-ion  tney  maintain,  and  which  they  in  turn 
obtain  from  tne  telegraph  companies ,  in  order  to  serve  the 

newspapers • 

I  have  listened  to  a  number  of  me  statements  which  have 
been  made  here  at  tnia  xioaring*  and  as  say*  X  am  a omewin.it 
familiar  with  yi«  a*  'lode  procedure*  having  had  a  few  months 
experience  of  it  myself  in  connection  with  the  Daily  ows paper 
Gods*  and  X  isnow  some  of  ti*e  difficulties  first  of  obtaining 
a  Code  and  second  of  administering  a  code  after  the  unfortunate 
gets  it  ( laughter) c 

At  the  present  time  t-  e  interstate  Commerce  Gommission 
has  jurisdiction  over  t*.e  services,  the  practices,  and  the 
rates  of  telegraph  companies •  If  there  bo  any  telegraph  ser- 
vice  which  Is  rendered  over  sjuioh  the  Interstate  Commerce  Corn* 
mission  has  failed  to  assume  jurisdiction,  tnen  i  do  not  tninJc 
it  is  up  to  the  1« •  Ro  A»  to  call  to  the  attention  of  that  agency 
of  the  government  its  laxneso  of  the  service,  but  even  i  the 
Interstate  Gomracrce  Commission  has  failed,  wo  are  up  against 
chio  practical  situation* 

The  Communications  3ill  ha3  passed  the  Senate*  It  is  an 
Adminiotrat ion  measure,  and  while  in  ordinary  times  i  would  not 

oq  foolish  exiough  t  o  stand  here  and  predict  what 


Congress  is 


' 


* 


. 


. 


likely  to  £o  on  any  piece  of  legislation*  tuoue  are  not  ortU« 

4>a ry  times*  and  I  think  it  is  safe  to  venture  a  statement  that 
that  measure  in  substantially  tue  same  form  in  wiiicu  it  passed 
the  Senates)  will  be  the  lav;  of  the  land  within  a  very  few  weeks 

a  t  the  mos  t « 

2<aw»  then*  a  hasty  analysis  of  it  shows  that  t uq  Ooramuni- 
cations  Commission  when  it  is  created,  and  I  am  assuming  that 
it  330 n  will  be  created*  will  have  complete  jurisdiction  over 
services*  charges  and  practices  of  telegraph  companies* 


_ 


i  shop 
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Tiie  bill  provides  that  such  companies  must  file  with  the  Com¬ 
mission  and  keep  open  to  public  inspection  all  schedules  of 
services  and.  rates,  in  Section  303(a). 

It  further  provides  that,  until  they  have  filed  with  the 
Commission  suoh  schedules  the  companies  cannot  render  any 
telegr&oh  service  whatsoever  of  any  kind  of  description.  It 
still  further  provides  that  all  charges,  practices,  classifi¬ 
cations  and  regulations  must  be  just  and  reasonable,  and  the 
Commission  can  pass  on  the  question  of  just  and  reasonable, 
and  in  addition  the  measure  prohibits  discrimination  between 
users  of  the  same  cla-e,  and  further  it  provides  for  the  very 
broad  scope  of  service,  specifically  defining  classes  of  ser¬ 
vice  into  various  kinds,  tyoee  and  descriptions  and  leaving 
with  the  Commission  the  right  to  create  new  and  additional 

9 

classes  as  the  s. nice  may  require* 

How,  as  I  say,  have  not  any  particular  objection  to 
the  He  R.  A.  In  its  own  individual  field.  If  there  were  no 
regulation  by  the  Interstate  Commerce  Commission  now  and  if 
there  were  not  to  be  regulation  by  the  Federal  Communications 
Commission,  I  probably  would  not  be  here  today  to  urge  you  to 
strike  all  of  Article  VII  out  of  this  code.  But  merely  urge 
you  to  amend  it  so  as  to  clarify  it  ir.  some  particulars.  I  am 
not  asking  you  to  strike  out  merely  because  it  may  affect  the 
press  of  the  company  because  we  do  not  want  any  special  privi¬ 
lege  from  you,  but  you  do  now  have  regulation  and  you  have 

IMM  mm  ~  
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another  form  of regulation  which  possibly  is  oven  more  complete 
than  what  you  have  now  in  the  immediate  offing*  and  as  I  say ; 
we  do  not  want  to  pay  the  bills  for  these  companies  while  you 
gentlemen  axe  contesting  with  either  the  Interstate  Commerce 
Commission  or  the  Federal  CarnrnunlQati''>n©  Commission  a  question 
of  Jurisdiction,  or  while  they  are  contesting  in  the  one  place 
one  or  the  other  of  you  have  Jurisdiction,  because  we  all  know 
that  the  costs  ultimately  go  ove/fco  the  consumers. 

Our  whole  Interest  in  this  is  one  of  service.,  w©  have 
everything  of  good  quality  service  that  these  people  have  to 
offer  that  we  can  use  at  a  reasonable  rate,  and  that  is  all* 
and  we  do  not  want  to  be  involved  in  any  controversy  as  to 
whether  or  not  we  shall  have  a  teletypewriter  in  our  office  or 
that,  we  cannot  have  it  because  it  happens  to  affect  somebody 
else  adversely,  or  whether  we  cannot  have  this  because  it  is 
new  and  it  may  put  somebody  out  of  business,  because  it  is  Just 
an  unfortunate  thing,  but  as  developments  come  along,  old 
things  have  to  give  up  and  step  aside,  and  we  want  everything 
that  they  can  offer  from,  now  on  just  as  we  have  had  it  in  the 
past*  v'e  have  paid  it c  W©  have  on©  of  the  largest  contribu¬ 
tors  to  their  exchequer  each  year,  and  we  expect  to  continue  to 
pay  them  for  it,  and  we  have  no  objection  to  a  proper  regula¬ 
tion,  but  we  do  not  want  to  be  the  man  in  th©  middle  while  the 
two  regulatory  bodies  are  fighting  out  an  issusu 

Thank  you. 


.  ■ 


. 


Ca-3  404 

Deputy  Peebles:  Just  a  second¬ 
er*  Scott:  How  do  press  rates  compare  to  general  public 

•  ^  rates? 

Mr  *  Hansons  I  have  not  the  slightest  idea  how  they  com¬ 
pare  with  the  general  public  rates  except  that  they  &r  lower, 
and  they  are  lower,  as  X  understand  It,  solely  on  the  question 
of  volume  of  business  that  Is  offered*  They  run  into  millions 
of  dollars  a  year* 

As  X  say,  here  Is  one  newspaper  of  not  the  largest  sise 
and  not  the  smallest  size,  slightly  above  medium  size,  whose 

0 

bill  is  $1 80 8 000  a  year  largely  for  telegraph  rates,  which 
^  would  indicate  that  with  some  3,000  newspapers  in  the  country 

what  It  runs  Into  In  money* 

(Daily  newspapers,  X  speak  of* 

Mr .  Scott:  That  is  all* 

Deputy  Peebles:  Thank  you,  Mr*  Hanson, 

Joseph  V.  Connolly  of  the  International  Hew*  Service* 

Mr*  George  P*  Hargreaves:  He  Is  not  present,  but  I  will 

represent  him* 

Deputy  Peebles:  '^111  Mr*  Connolly  appearlater? 

Mr*  Hargreaves?  He  was  here  yesterday*  He  will  not 

) 

appear  * 

Deputy  Peebles:  Will  you  Identify  yourself  for  the 

purpose  of  the  record? 


Mr*  'Hargreaves: 


Yes, 


. 


* 


. 


Ca-4 
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STATEMENT  OF  MR,  OEOBGE  ?*  HAKGREATciS 

Business  Manager,  International  Hews  Service  and  Universal 

Service » 

Hr,  Hargreaves:  Mr.  Administrator,  my  name  is  George  P, 

Hargreaves,  business  manager  of  the  International  $ewa  Service 


and  the  Universal  Service 


AA v/  U  M  lw  V  a  A.  %  V>  W  © 

The  wording  of  Sec  tion  4r  Article  VII v  as  it  stands  * 
believe,  takes  away  from  the  press  the  wire  rate  b*sls  on 


we 


which  they  have  been  operating  for  many  years  *  It  is  our  pro¬ 
posal  that  this  section  be  amended  by  adding  the  following 


wordBo 

«This  section  shall  not  apply  to  any  rates  of  services- 
furnished  by  communications  companies  to  the  press, rt 
Briefly,  here  is  our  situation: 

International  lews  Service  serves  a  large  number  of  Ameri¬ 
can  afternoon  newspapers  with  a  daily  news  report  delivered  by- 
leased  wire  a 

Universal  Service  serves  a  large  number  of  morning  new s- 
paper3  with  a  nightly  news  report  delivered  by  leased  wire* 

International  Hews  Service  also  serves  a  large  number  of 
newspapers  both  in  Europe  and  in  the  Orient  with  a  daily  news 
report  delivered  by  cable. 

Both  leased  -wires  and  cables  have,  in  the  history  of  L 
K,  S3|  for  the  past  35  years,  been  paid  for  at  press  rates. 

Both  these  services  also  gather  &  very  large  volume  of 


. 


* 


* 
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pews  by  commercial  company  wires  and  by  cable  and  wireless  for 

distribution  over  their  leased  wires «  This  transmission  has 
•  also  been  paid  for  on  a  press  rate  basis  long  established  by 

the  comma re ial  companies* 

The  costs  of  leased  wires  and  of  collection  by  over¬ 

head  wires  have  always  been  the  basis  of  our  service  rates  to 
newspapers*  ?.*e  have  made  contracts  with  client  papers*,  many 
of  them  for  long  periods „  on  the  basis  of  these  press  rates-. 

To  change  the  rate  schedules  on  wires  so  that  our  oasts 
would  be  increased  would  lay  a  great  additional  financial  bur¬ 
den  both  on  us  and  on  the  individual  newspapers  we  serve-. 

^  Many  of  our  clients  during  the  past  three  years  have  had  great 

difficulty  in  paying  current  charges* 

Any  attempt  to  increase  these  charges  would  make  it  im¬ 
possible  for  many  of  the  client  papers  to  pay  them  and  would 
result  either  in  the  financial  crippling  of  the  papers  to  e 
point  where  they  would  have  to  suspend  or  they  would  have  to 
reduce  the  volume  of  their  news  report  so  greatly  that  the 
value  to  the  reader  would  be  greatly  curtailed  with  an  inevi- 
table  loss  in  circulation  * 

A  rough  computation  shows  that  if  International  Hews  Ser- 

BO 

vice  and  Universal-  Service  were  deprived  of  the  press  rate  on 
leased  wires  and  were  forced  to  pay  for  them  on  a  common  com¬ 
mercial  basis*  it  would  increase  our  present  costa  by  £3CQOOO 


a  year* 


. 

■ 


. 
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If  our  service©  were  deprived  of  the  press  rate  on  tele¬ 
graph  tolls,  cables  and  wireless*  our  costs,  we  estimate, 
would  he  increased  by  $450,000  a  year  or  an  aggregate  increase 
of  nearly  three-quarters  of  a  million  dollars  year* 

Neither  our  two  services  nor  our  client  newspapers  could 
assume  this  additional  burden  in  the  present  condition  of  the 
newspaper  business « 

?c  impose  this  burden  would  irr  eparnbiy  cripple  the  news 
service  and  the  newspapers c 

Deputy  Peebles,’  Thank  you  very  much. 

Will  you  tell  me  if  Mr*  Ge of fry  Konta  is  going  to  appear 

also? 

Hr*  Haxgxeavtss  Ho,  sir;  he  was  here  yesterday  but  he 
left  the  matter  with  me* 

Deputy  Peebles?  Thank  you  very  much* 

Mr,  He  Mo  Bittner,  representing  the  Hear;.:!  newspapers, 

Mr*  Hargreaves?  I  believe  Mr o  Bittner  1b  not  to  tee 

here. 

Mr*  Hansons  Ut,  Administration,.  Mr*  Bittner  was  not 
here,  but  yesterday  I  was  given  the  information  that  exclusive 
of  their  leased  wiry  services,  tbs  Hearet  Newspapers  in  1932 
paid  out  $534,000  for  open  wire  service,  and  I  thought  that 
might  be  of  value  to  the  record* 

Depd&y  Peebles?  It  is  your  understanding  that  Mr,  Bittner 


win  not  appear? 


ii  /■ 


Mr,  Hansom 


It  is  ray  uncle  re  tan  ding  that  he  will  not  be 


here  today « 

Deputy  Peebles i  Mr,  Thomas  E*  MclDtegot  of  the  General 

News  Bureau,  Inc. 

(Ho  response.) 

Deputy  Peebles:  Mr,  Kenneth  C,  Ho gate  of  the  Financial 

Press  Companies  of  America, 

Will  you  identify  yourself*  your  name  and  connection*  fox 
•purposes  of  the  record. 

STATEMENT  OF  ME,  KSMSETH  C,  HOG ATE 
President,  Financial  Press  Companies  of  America. 

Mr,  Hogates  Mr,  Administrator,  my  name  is  X,  Cc  Ho gate, 
president  of  the  Financial  Press  Companies  of  America,  I  am 
appearing  In  reference  to  Section  6  of  Article  VII  which  is 
the  article  governing  trade  practices. 

Inbrief,  Section  6  prohibits  any  member  of  the  industry 
from  entering  into  a  lease  of  a  wire  which  permits  the  use  of 
such  wire  in  telegraphic  communication  by  any  person  or  corpor¬ 
ation  other  than  the  leasee  thereof.  Exception  ie  made  for 
wires,  circuits  or  service 0  furnished  to  the  United  States  or 
to  the  Press, 

The  companies  which  I  represent  are  large  users  of  the 
*?ire  facilities  of  the  telegraph  and  telephone  companies, 

?/hil9  it  ia  our  conviction  that  an  interpretation  of  this 


seotion  would  exclude  us  from  its  provisions,  we  nevertheless 


* 
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believe  that  slight  changes  in  terminology  could  be  road® 
which  could  make  the  intention  to  effect  such  exclusion  even 

clearer* 

Essentially,  that  portion  of  our  activities  fox  which  we 
believe  clarification  of  this  section  is  advisable  has  to  dev  . 
with  a  news  service  rendered  by  our  subsidiary  companies,  ox 
which  Dow,  Jones  &  Company,  Ibo « ,  of  New  York,  is  best  known* 
Dow,,  Jones  operates  a  financial}  business  and  com®ercial  s 
service  which  is  delivered  to  clients  over  leased  wires  by 
means  of  teletypewriters,  printers  and  similar  devices «,  Dow, 
Jones  leases  these  wires  from  the  telegraph  or  telephone  com¬ 
panies*  The  receiving  devices  in  some  instances  are  leased 
from  these  companies;  in  others  they  are  owned  by  Dow,  Jones  A 

Company . 

A  question  that  might  be  raised  is  whether  the  fact  that 
a  leased  wire  which  runs  from  the  office  of  Dow,  Jones  &  Com- 
pany  to  a  client  over  which  is  transmitted  a  news  service  to 
the  client— the  lease  of  the  wire  being  in  the  name  of  Dowp 
Jones — constitutes  use  of  the  wire  by  Cher  than  the  lessee . 
The  client  does  not  have  access  to  the  wire  but  is  on  a  one¬ 
way  circuit o  There  are  no  sending  facilities  at  the  client's 
end*  His  only  possible  use  of  the  wire  is  that  he  is  using 
the  news  service  which  is  delivered  to  h5.se  by  means  of  the 

wire  and  the  printing  equipment. 

This  services  does  not  divert  the  traffic  from  tha  wire 


. 


’ 


companies 4  regular  opes  circuits •  If  It  should  be  held.  °r4^: 

the  client  is  using  the  wire  a »  defined  in  the  code*  it  would 
appear  that  a  national  business  established  for  40  years  and 
employing  many  men  would  d©  crushed  out  of  business  chrougu  a 
fair  practice  provision  in  a  code  made  for  another  industry* 

To  avert  any  possible  confusion  in  this  regard*  v.e  suggest 
the  insertion  of  the  words  “except  in  one  way  transmission1’ 
following  the  word  “thereof51  in  the  fifth  line  of  Seotion  S* 

so  that  this  section  reads  as  follows ; 

ciatsber  of  the  industry  shall  enter  into  any  leas©  o £ 
a  wire*  or  provide  any  leased  wire  service*  under  existing 
leas©  or  otherwise f  which  permits  tae  use  of  ®uoh  v/lre  in 
telegraphic  communication  by  any  person  or  corporation  other 
than  the  lessee  thereof  except  in  one  way  transmission*  «  «>  tt 
Further*  in  as  much  as  it  appears  to  be  the  clear  inten¬ 
tion  of  this  taction  to  exempt  the  pr?s&,  we  propose  that  de¬ 
finition  of  the  word  “Press5*  be  supplemented  by  inserting  the 
words  f?or  to  established  news  services*  at  the  end  of  the  sec¬ 
ond  paragraph  of  Section  8,  so  that  this  seotion  reaus  as  1 ^ 

Iowa  5 

“This  eoction  shall  not  apply  to  Interchange  of  wire  fa¬ 
cilities  between  members  of  the  industry,  or  to  wires,  circuits 
or  services  furnished  to  the  halted  States*  or  to  any  o  i  ->8 
agencies*  or  to  the  Pre&e*  or  to  s  Established  news  services, * 

In  making  th$ae  two  suggestions,  “^e  have  limited  them  to 


' 
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tbs  minimum  we  believe  essential  for  the  preservation  of  our 

interestGo 

We  recognize  that  broader  proposals  have  been  made  and 
will  he  mad©  for  modifying  this  section;,  and  to  these  wa  are 

Interposing  no  objection* 
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Deputy  w,  J*  KandbiU,  represon iing  t.  ia  Uni  taci 

Frees  Association,, 

STATEMENT  OF  MR*  Ci«EK  J.  RAHDAU 
GENERAL  BUSINESS  MA HAGER,  UNITED  PRESS 
Mr.  Kan  dam  Mr*  Deputy,.  I  have  a  very  brief  statement 
th at  I  should  lik©  to  get  into  the  record. 

The  United  Press  understands  that  the  proposed  telegraph 
c ommun i  c  a  1 3t  o  na  cod©  is  not  intended  to  eliminate  press  rates 
not*}  enjoyed  by  newspapers  and  press  associations t  but  the 
draft  of  the  code*  particularly  section  4  of  article  ^XX,  as 
now  written,  cannot  be  otherwise  interpreted,  according  to  ou; 
general  counsel,  than  to  e3  the  press- ra  different 

Hence  the  management  of  the  United  Press  feels  it  is 
necessary  to  insert  a  specific  exception  in  section  4  o;, 
article  ?XI,  similar  to  that  in  section  6  of  article  VII,  which 
except®  the  United  States,  or  any  of  it®  agencies,  and  the 

t 

praaSc 

The  suggested  change  will  merely  make  the  language  of  the 
code  conform  to  the  announced  intention  of  the  Recovery  Adminis 
tration*  It  will  eliminate  all  doubt  and  danger  of  future  mis- 

i  n  t  erpr  et  at  ion  t. 

The  statement  given  out  by  Administrator  Johnson  to  the 
effect  that  the  code  was  not  intended  to  affect  the  present 
relationship  between  telegraph  communications  companies  and 
the  press  is  hardly  sufficient,  ip6ur  opinion.  Relationship 


ie  too  bread  a  word,, 
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ic  too  bread  a  word*  We  hope  tc  be  given  positive  assurance 

that  nothing  in  the  proposed  code  will  be  permittee,  to  l&y 
1%  groundworks:  fox  any  increase  in  rates  for  any  class  of  se^/ice 

to  the  press 0 

We  make  this  request,  Mr,  Administrator,  because  accurals 
estimates  show  that  elimination  of  press  rates  would  add  at 
least  ten  million  dollars  cost  annually  to  the  newspaper  in¬ 
dustry,  which  sum  cannot  be  absorbed  without  serious  and 
possibly  fatal  injury  to  many  newspapers,  and  press  associa¬ 
tions  5 

We  believe  it  is  not  the  intention  of  the  Administration 
0  to  hamper  distribution  of  news  and  intelligence  to  the  public* 

but  failure  in  this  instance  to  make  the  code  language 
specific  could  only  result  in  serious  curtailment  of  domestic 

and  foreign  news  distribution.. 

There  is  one  further  point,  and  that  is  in  connection 
with  the  press  rates  as  applied  to  domestic  business*  ';.ha 
press  associations  and  newspapers,  with  the  help  of  the  Ad- 
ministration*  have  long  worked  to  got  price  rates  from  the 
cable  and  radio  companies,  with  the  cooperation  of  the  American 
Government  and  various  foreign  governments,  and  if  a  precedent 

% 

would  be  set  in  this  country*  eliminating  press  rates,  it  is 
only  natural  that  the  foreign  exchange  of  news  would  be 
hampered,  if  not  destroyed,  at  the  differential  rates c 


That  1g  all*  Thank  youc 
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Deputy  Peebles^  So  Questions ,  thrn;C  ^^^7  •,•.  b 


You  might  tell  us8  before  you  leave,  if  Patterson 

and  M.r0  Bailey  want  to  appear 0 

Ur,  Handau:  Ho,  they  will  not  appear,. 

Deputy  Peebles^  They  will  not  appear  or  vh©  j  1  c 

Press? 


W£0  Randaus  Ho3 

Deputy  Peebles^  Mr0  Rc  I,  Besvernine,  on  behalf  of  the 
Association  of  Stock  Exchange  Firms,  Hew  York,  and  on  behalf 
of  the  code  authority  for  the  code  of  fair  competition  xq.i 


stock  exchange  firm©0 

STATEMENT  OF  MR,  Rc  E,  DJBSFERHIKB 

OH  BEHADF  OF  THE  ASSCOIATIOS  OF  STOCK  EKCHAMGE  FlhilS,  YORK; 
AITD  OM  B3HAW  OF  THE  CODE  AUTHORITY  FOR  THE  CODE  OF  FAIR  COJ2PB- 

TITXOH  FOR  STOCK  EI0HA10E  FIRMS 
Mr0  Desvernines  Mr0  Deputy  Administrator,  officials  of 
the  H.  R.  Ac,  and  members  of  the  telegraph  communications  in- 


dpfctryS 

I  appear  on  behalf  of  the  Association  of  Stoc>  exchange 
Firms,  New  York,  and  also  on  behalf  o*  the  code  au -^-.c  t  v,v  •. 
the  code  of  fair  competition  for  stock  exchange  firms .  In  both 
of  these  capacities  I  must  protest  against  some  of  the  fair 
practice  regulations  contained  in  the  proposed  telegraph  com^ 
raunications  industry  code  and  their  effect  on  the  stock  ex¬ 


change  business^ 


' 


. 


.. 
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Also  on  c.an&lf  of  the  Gods  Authority  for  the  Stock  Hr  change  Ji 

Firms  Code  I  must  specifically  protest  against  the  attempted 
Intrusion  oy  the  proposed  Telegraph  Communications  Industry  Cods 
in  matters  already  delegated  to  the  Stock  Exchange  Firms  Code 
under  the  Executive  Order  of  the  President \  dated  November  4, 

1933,  approving  that  Codec 

Ho  statement  should  ho  necessary  hare  that  the  Code  Authority 
for  the  8t00&  F,sh&ng©  Firms  Code  represents  all  members  of  that 
business  throughout  the  country*  It  is  not  a  local  organisation, 
and  the  Board  of  Administrators  have  been  chosen  with  the  purpose 
of  representing  the  stock  exchange  firms  throughout  the  country 
and  not  those  of  any  particular  section s 

Th©  Association  of  Stock  Erbange  finas  on  whose  behalf  X 
am  also  appearing  is  a  voluntary  association  of  member  firms  of  tbs 
Hew  York  Stock  Exchange 0  It  was  organised  on  December  10,  1933,  I 

and  presently  has  a  membership  of  544  firms  out  of  834  eligible 
firms o  This  association,  therefore,  represents*  approximately 

87  per  cent  of  the  number  of  firms  eligible  for  membership  there-  j 
In* 

On©  of  the  reasons  for  our  protests  la  that  the  definitions 
of  the  terms  industry8,  “employer”  and  “employee”  of  the  Tele- 

graph  Communications  Industry  Cod©  may  Include  wire  operators 
employed  by  stock  exchange  firms.*  Thi©  is  not  an  absolutely 

necessary  interpretation  of  the  Cod©  it  a  now  drafted,  but  it  is 
s.  possible  interpretation  ana  it  is  too  important  a  matter  to  *  I 
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leave  to  a  question  of  what  tr.ay  or  may  not  be  finally  held  to  he 
the  proper  interpretation*  The  true  nature  of  the  Steel: 
change  Firms  Code  must*  therefor©,  be  fully  consider ecu 

The  Stock  Exchange  Firms  God©  regulates  the  hours  of  employ* 
mant  and  wage  scale  for  the  employees  covered  by  that  Code 5  and 
it  governs  ©very  person  employed  by  an  employer  engaged  in  the 
stock  exchange  business  as  defined  in  the  Code*  There  are  &bso~ 
Xutely  no  exceptions*  The  hour  and wage  schedules  established 
by  that  Code  were  fixed  for  all  employees;  and  in  determining 
what  standards  could  as  a  practical  matter  be  established*  it 
was  necessary  to  base  the  conclusions  upon  the  labor  conditions 
of  all  employees  of  all  classes  as  long  as  they  were  employed 
by  stock  exchange  firms*  If  different  requirements  arenow 
established  for  so me  particular  class  of  employees  either  as  to 
hours  of  work  or  rat©  of  pay  without  giving  consideration  to  the 
stock  exchange  business  as  a  whole,  the  baeJ,s  of  the  d©t©rmizv&~ 
tion  under  that  Code  will  be  absolutely  destroyed,, 

Furthermore,  there  is  the  practical  difficulty  under  the 
H.R.A.,  that  wire  operators  cannot  now  be  taken  from  under  the 
Stock  Exchange  Firms  Code  merely  by establishing  different  ra« 
quirements  for  them  in  the  Telegraph  Communications  Industry  Code* 
The  Stock  Exchange  Fir&s  Code  will  still  bind  them  as  employees 
in  the  stock  exchange  business «  Th®  result  of  attempting  to 
include  such  wire  operators?  under  the  Telegraph  Communications 
Industry  Gods  will  be  the  creation  of  a  conflict  between  two 
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codes  and  ihe  hampering  of  the  operation  of  both  codes  The 
only  way  that  wire  operators  cam  be  taken  from  under  the  3$aoSr 
Exohang®  Firms  Code  or  be  given  special  treatment  is  through 
a  change  or  amendment  of  the  Stock  Exchange  Firms  Code  brought 
before  the  3F«R0Ao  officials  having  Jurisdiction  of  that  Code 
and  the  employees  thereunder . 

At  the  time  the  Stock  Exchange  Firms  Code  was  considered 
special  consideration  was  given  to  wire  operators*  Their 
representatives  appeared  and  testified  at  ^e  public  hearing', 
and  the  inclusion  of  such  operators  as  employees  under  the  Oto  >■; 
Exchange  Firms  Code  without  special  treatment  was  therefore 
directly  recognised  as  cart  of  the  RIBoAo  control  of  the  stock 
exchange  business,, 

The  reason  that  the  Telegraph  Communications  Industry  OoOe 
may  conflict  with  these  provisions  of  the  stock  Exchange  Firms 

Code  Ib  that  the  Eraser  code*  generally  speaking*  covers  persons 

% 

engaged  in  the  business  of  sending  messages  for  compensation 
and  defines  as  an  employee  in  the  business  anyone  engaged  in  th-, 
busines-  for  compensation  who  is  not  a  member  of  the  industry 
This*  without  consideration  of  all  of  the  surrounding  circum¬ 
stances  and  possible  conflict  with  the  Stock  Exchange  Firms 
CG&eP  would  probably  include  the  wire  operators  of  tbs  stock 
exchange  firms  who  are  engaged  in  the  business  of  sending  meesa:  e 
as  an  incidental  and  necessary  function  of  the  stack  exchange 
business  and  who  are  paid  regular  salaries  as  part  of  the  r.eoes- 
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sary  organisation  and  personnel  of  that  business, 
have  been  the  intont  of  the  proposed  Code  for  the  Telegraph 
Comrauni cations  Industry  that  it  would  apply  to  wire  operators 
covered  by  other  assisting  codes 0  However 9  the  present  wording 

of  the  Code  may  be  interpreted  as  attempting  to  cover  the  hours 
of  labor  and  wages  of  wire  operators  regardless  of  the  major 
business  of  their  smployers  and  whether  or  not  they  are  covered 
by  another  oode 0 

It  is  probable  that  in  view  of  the  definite  provisions  of 
the  Stock  Exchange  Firms  Code  herein  before  discussed  which 


apply  to  eng  aged  in  that  business,  that  the  pro¬ 

posed  Telegraph  Comnmni  oat  ions  Industry  Code  would  be  Interprets 


od  as  not  attempting  to  interfere  with  the  Jurisdiction  of  m°= 
play ees  already  covered  by  the  $took  Exohang©  Firms  Code*  It 
is  certainly  reasonable  to  interpret  codes  presently  adopted  in 
any  way  possible  to  make  them  consistent  with  previously  adopted 
codes *  Such  policy  would  make  it  necessary  to  Interpret  the 
Telegraph  Communications  Industry  Code  as  not  applying  to  wire 
operators 9  ©to,  employed  by  stock  exchange  firms  under  their 
Code* 


As  previously  stated  this  matter  is  too  Important  to  leave 
to  possible  interpretation^  and,  as  the  language  proposed  for 
the  Telegraph  Communications  Industry  Code  does  not  require  the 
Interpretation  that  I  have  suggested,  it  is  probably  not  it® 
intent o  order  to  avoid  the  confusionP  however,  the  language 
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should  be  clarified-,  This  could  be  clone  in  several  ways,  one 
of  which  would  be  to  add  at  the  end  and  as  a  part  of  the  defini- 
tion  of  the  term  "Industry*1  in  Article  II  the  .follo'sd  »ig  provic* 

Ions 

'''but  shall  not  Include  such  transmission,  giving,  furniah- 
ing*  leasing  or  supplying  by  any  one  either  an  employer  or  an 
employee  under  the  Code  of  Fair  Competition  for  otool  '.ixo  hangs 

Firms,  " 

or  another  method  might  be  to  change  the  definition  of  the  teim 
"employer*  also  contained  in  Article  IX,  so  as  to  restrict  it  to 
persons*  firms*  etc,  engaged  as  their  major  business  in  the 
"Industry*  and  restrict  the  definition  of  employees  to  all  of 
the  employees  of  such  employers  in  the  Industry «  If  this 

latter  mmtfaod  is  followed  t he  tarsi  •Industry"  would  probably 
require  some  clarification  to  show  that  the  sending  of  message? 
by  stock  exchange  firms  as  incidental  to  their  business*  even 
though  some  compensation  were  received,  would  not  make  such 
stock  exchange  firms  members  of  the  Industry*  Whichever  method 
is  followed  is  primarily  a  matter  of  policy  for  the  Telegraph 
Communications  Industry  so  long  as  it  clearly  prevents  conflict 
and  confusion  with  the  Stock  Exchange  Firms  Code, 

Apart  from  the  questions  of  conflict  in  Jf*RoA.^  jurisdiction 
the  labor  provisions  in  Article  HI  of  the  Telegraph  Communica¬ 
tion  o  Industry  Code  are  entirely  impractical  if  applied  to  wire 
operations  in  the  stock  exchange  business,,  They  could  not  be 


1 


Hen 


compiled  with  in  anormally  active  market  without  disorganising 
a  large  part  of  the  stock  exchange  business o  3o  much  special 

knowledge  is  required  of  each  wire  operator  employed  In  the 
stock  exchange  business  as  to  many  of  the  details  of  that  busi¬ 
ness  and  of  the  practices  of  the  office  in  which  he  works,  that 
it  is  impossible  to  require  any  such  operator  to  work  only  a  de¬ 
finitely  limited  number  of  hours 0  He  must  stay  until  the  day  a 

work  Is  done  or  impossible  hardships  will  be  plaood  upon  the 
conduct  of  the  business®  It  is  practically  Impossible  to  have 
a  sufficient  number  of  trained  substitutes  acquainted  with  the 
details  of  the  business  of  the  p^tiolar  office  and  the  day-to-t  ay 
transactions  to  step  inon  a  minute8 s  notice  and  act  as  substi¬ 
tutes  when  the  permitted  eight  hours  of  the  regular  wire  opera- 
tors  have  been  completed^  Wire  operators  for  stock  exchange  ftm* 
must  not  only  have  such  special  knowledge  but  must  also  be  gener¬ 
ally  experienced  as  operators  and  be  extremely  accurate <.  Errors 

in  their  transmission  of  orders  or  quotations  would  have  serious 
consequences  for  It  is  absolutely  essential  that  there  be  no 
mistakes  whatsoever  in  such  matters* 

This  was  fully  considered  when  the  Stock  Exchange  Finns 
Code  was  adopted  and  provision  was  made  therein  for  the  payment 
of  overtime  when  work  beyond  a  certain  time  limit  was  required., 
This  arrangement  under  the  Stock  Exchange  Firms  Cod©  permits* 

the  flexible  operation  of  Stock  Exchange  Firms  which  is  absolutely 
requisite  to  the  continuance  of  their  business  when  active  mar- 
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kets  occur,  This  is  a  practical  Illustration  of  the  reason 
why  employees  in  the  stock  exchange  business  must  be  treated 
as  a  whole  under  a  single  cod©  recognizing  the  peculiar  fluctuat¬ 
ing  nature  of  the  business  and  the  need  for  flexible  arrangements* 
In  addition  to  the  above  difficulties  in  regard  to  the  labor 
provisions  of  the  Oode9  the  trading  practices  in  Article  7IX, 
while  not  direetly  binding  upon  Stock  Exchange  Firms,  may  sar¬ 


in  an  effort  to  prevent  such  interference  I  must  protest  against 
some  of  the  tradeferactioe  provisos* 

The  sole  and  primary  purpose  of  leasing  wire®  by  stock 


or  even  to  reduce  the  coat  of  messages *  but  only  as  &  means  and 


securities ,  The  essence  of  thetas  iness  la  the  prompt  execution 
of  orders  —  service*  The  stock  broker  is  not  attempting  to 
furnish  a  facility  as  a  favor,  but-  rather  to  provide  a  facility 
to  himself  in  attracting  orders  to  himself* 

Section  4  of  ©aid  Article  VII  contains  the  provision  that 
^no  member  of  the  Industry  shall  make,  give  or  permit  a  rate  to 
one  or  more  users  of  any  class  of  service  discriminatory  *  * 
against  users  of  any  other  class  of  service, s  There  might  b© 
some  justification  for  a  prohibition  against  discrimination  when 
limited  strictly  to  the  same  class  of  services  but  when  the 


restriction  is  applied  to  gll  classes  of  service  the  meaning  of 
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It  would  seara  to  be  a  possible  iri- 


the  provision  is  not  dear, 
terpretation  of  Section  4  that  all.  wire  charges  must  be  based  o," 

the  same  or  similar  rates ,  «o  that  the  large  user  would  be  gub^> 
to  the  same  rats  of  charge  aa  the  small  user  and  that  possibly 

leased  wires  might  have  to  be  charged  for  at  the  same  rate  as 
though  the  wires  were  not  leased  but  the  charge  based  upon  an 
estimate  of  the  service  furnished*  The  whole  effect  of  this 
Section  aesme  oonfusc&s  because  although  different  types  of 
services  would  appear  to  justify  different  rates3  it  would  seem 
extremely  doubtful  as  to  how  determination  oould  in  many  instant  q  i 
be  made  as  to  whether  the  different  rates  for  such  different 
services  were  in  fact  causing  a  burden  or  creating  some  dis¬ 
crimination  against  some  of  the  other  classes  of  business*  Th:  $ 
is s  of  course p  primarily  a  problem  for  the  Telegraph  Communica¬ 
tions  Industry!  but  on  behalf  of  th®  Association  of  Stock 
Exchange  Firms  and  on  behalf  of  the  Code  Authority  of  the  Code 
for  Stook  Exchange  Firms  I  must  protest  against  any  language 
being  inserted  in  the  Code  for  th©  Telegraph  Communications  in¬ 
dustry  which  would  present  stock  exchange  firms  from  leasing 
wires  a.t  lower  rates  than  are  required  for  occasional  messages* 
Also  the  provisions  in  this  sa me  Section  4  do  not  only 
restrict  members  of  the  Industry  but  apparently  also  restrict  the 
use  that  stock  exchange  firms  may  make  of  their  leased  wires? 

This  is  because  the  restriction  provides  that  the  telegraph 
companies  shall  not  permit  rates  discriminatory  between  users 
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of  different  olaases  of  service*  Stock  exchange  firms  leading 
wires  frequently  permit  other  firms  to  use  their  leased  wires 
in  exchange  for  service  or  business  arrangements  which  cannot 
be  reduced  to  matters  of  dollars  and  cents  for  comparison  with 
rates  charged  for  similar  wire  services*  These  arrangers nts 
have  developed  for  many  practical  reasons  *  A  stock  exohang© 
house  having  leased  a  wire  may  allow  an  Investment  banking  hous-a 
to  use  the  wire  free  of  charge p  or  on  some  inter-firm  fee  basis-, 
if  thestock  exchange  business  that  the  Investment  banking  house 
may  obtain  through  the  use  of  the  wire  is  turned  over  to  the 
fim  granting  it  permission  to  use  the  wire*  Similarly  a  stock 
exchange  firm  may  allow  its  out  of  town  correspondents  to  use 
such  wire  facilities  in  exchange  'for  'business  or  for  the  payment, 
of  some  tm  or  commissions*  The  volume  of  business  of  such 
an  individual  correspondents  do^s  not  justify  the  leasing  of  an 

Individual  direct  wires  but  permitting  them  to  cut  in  on  an 

♦ 

existing  wire  enables  the!  t  customers  to  receive  a  service  of 
which  they  would  otherwise  b©  deprived*  Also  If  the  firm  leas¬ 
ing  the  wire  oouldnot  permit  such  correspondents  to  cut  ia#  it 
tai§ht  in  many  instances  be  forced  to  cancel  its  lease  as  unprofit¬ 
able  and  not  justified  by  its  own  volume  of  business* 


. 


v  u  r 


■ 

. 


Re©A 


434 


All  of  tkafc®  arrangements  would  possibly  he  open  for 

criticism  under  the  provisions  of  3ecfc3.cn  Xn  laetj  it 
Blpht  be  essential  for  stock  exchange  firms  to  discontinue 
any  such  arrangements  in  order  to  avoid  possible  violation 
the  Codec  The  telegraph  companies  in  all  of  these  cases  get 
full  payment  for  their  wires;  but  if  this  extending  wire 
facilities  by  lessee  houses  to  other  houses  Is  prevented  st£C.*y 
customers  throughout  the  country  will  be  deprives  :'h«s  el 
floienoy  in  handling  their  purchases  and  ©ales  of  securities  tc 
which  they  are  entitled  and  to  which  they  have  been  accustomed. 
It  would  seem  needless  to  emphasize  the  possible  serious  effect 
If,  through  some  new  rule,  the  entire  system  of  leasing  wires 
and  communicating  security  orders  between  branch  offices 
correspondent  firms  or  other  firms  engaged  in  a  similar  busi¬ 
ness  were  prevented  * 

The  present  system  has  been  developed  <un.ro ugh  much 
experience  and  forms  a  basic  part  of  much  of  the  security 
business  of  the  country.  It  would  not  seem  safe,  under  p  • 
conditions,  to  tamper  with  such  a  fundamental  aspect  of  the 
financial  business  of  the  country  without  full  and  detailed 
consideration  of  exactly  what  existing  arrangements  would  be 
prevented  and  what  would  not.  The  present  language  of  Sectlo 
4  does  not  permit  a  clear  understanding  and  it  might,  tferoi  gfc 
the  penalties  imposed  for  violation  of  the  Code,  cause  r  e¬ 
houses  to  discontinue  their  present  arrangements  in  c?iic  . 
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avoid  possible  liability  for  violation*  Th©  effect  on  the 
country  stock  exchange  bouses,  oould  not  b©  estimated,. 

The  above  objections  mad©  to  Section  4  would  probably 
be  overcome  if  the  Section  were  amended  by  adding  at  the  end 
thereof  the  following  provisions 

*J  but  the  provisions  of  this  Section  shall  not  prevent 
the  leasing  of  wires  at  special  rates,  and  shall  not  apply  to 
any  compensation  between  persons  (including  firms  and  corpora¬ 
tions)  whose  offices  or  business  premises  are  connected  with  such 
leased  wire*9 

The  provisions  of  Section  6  of  Article  7X1  will  also 
undoubtedly  prevent  many  of  the  existing  practices  regarding 
wires  leased  by  Stock  Exchange  Firms*  As  previously  pointed 
cut,  wires  are  frequently  leased  by  stock  exchange  firms  and  th« 
privileges  of  using  such  wires  grant ed  to  other  firms  fer  ade¬ 
quate  business  reasons 0  To  arbitrarily  rule  however  that  no 
privileges  in  respect  of  such  wires  should  be  granted  to  any 
person  other  than  the  lessee,  will  require  the  termination  of 
many  business  arrangements  of  long  standing  and  of  important 
bearing  on  the  conducting  of  financial  transactions  'throughout 

«w 

the  country e  |t  will  affect  such  relationships  between  Stock 
Exchange  Firms  even  though  the  telegraph  companies  are  thorn** 
selves  entirely  satisfied  with  the  arrangements  and  compensation 
that  they  i»ec©ive  for  the  use  of  the  wires 0  If  the  houses  leas¬ 
ing  the  wires  cannot  permit  their  correspondents  or  other 


. 
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firms  having  business  relations  with  them  to  us©  the  w3  r<?3  wbicn. 

they  lease,  much  of  their  business  may  be  lost*  Such  business 
may  be  done  locally  and  thus  not  only  will  ^he  services  of  <>h© 
stock  exchange  firms  at  the  central  exchange  be  rendered  uu~ 
necessary  but  the  use  of  any  wire  facilities  wili.  also  pr^bac.:.  A 
be  rendered  unnecessary ©  This,  of  course,  could  not  happen 

to  any  substantial  degree  without  considerable  corresponding 
loss  of  revenues  to  the  telegraph  companies » 

I 

The  Code  cannot  destroy  the  basis  on  which  many  wires 
are  leased  and  rental  paid  to  the  telegraph  companies  wiwuout 
jeopardising  that  source  of  revenue  which  they  now  have*  The 
business  advantages  which  the  lessee  1 irms  reoaive  are  of  no 
consequence  to  the  telegraph  companies  in  eo  far  as  such  com¬ 
panies  receive  adequate  compensation  j.or  vhs  gran &ins  ox 
lease  of  the  wi re  facilities*  The  result  of  the  present  re¬ 
striction  proposed  in  the  Code  for  the  Telegraph  Communications 
Industry  would  very  probably  result  in  the  termination  ox  uh® 
leases  of  many  wires  with  the  consequent  loss  of  the  revenues 
to  the  telegraph  companies  of  the  rentals  which  they  now  receive 

from  such  leased  wires* 

A  further  effect  of  the  proposed  provision  would  probably 
be  considerable  liquidation  of  securities  presently  held  in  ac¬ 
counts  of  branch  offices  or  correspondent  firms  dependent  upon 


the  existing  wire  facilities.  If  stock  exchange  firms  through¬ 
out  the  country  a re  forced  to  use  only  such  private  wires  as 
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their  bual aoas  alone  Justifies,  th*n  they  would*,  In  many  In¬ 
stances,  have  to  close  out  their  business  and  liquidate  their 

accounts* 

This  Is  particular ly  true  because  there  does  not  appear 
to  be  any  ready  substitute  for  the  present  wire  system*  Speed 
required  for  the  delivery  of  messages  on  even  normally  active 
day©  does  not  generally  permit  the  use  of  public  wires  with  the 
consequent  delay  and  confusion  that  would  result  in  the  de¬ 
livery  of  messages  between  the  telegraph  company  offices  and 
the  ©tools  exchange  firm's  office.  When  message©  are  sent  for 
dispatch  by  public  vires,  they  roust  go  through  the  regular 
routine  of  the  telegraph  office,  and  are  or  should  be  dispatch¬ 
ed  .in  the  order  of  their  receipt.  This  often  causes  delay  In 
transmission,  especially  if  there  should  be  a  rush  or  an  ac¬ 
cumulation  of  un dispatched  messages#  -Any  delay  in  the  execu¬ 
tion  of  security  orders  is  apt  to  result  in  loss  due  to  the 
rapid  fluctuation  of  the  market.  Almost  immediate  clearance 
Is  necessary  market- wise*  In  some  of  the  large  offices  orders 
oexi  be  received,  executed  and  confirmation  dispatched  to  the 
branch  office  or  correspondent  within  a  minute  or  two*  This 
speed  is  necessary  on  active  days  and  would  be  absolutely  Im¬ 
possible  over  outside  public  wires.  Furthermore,  stock  ex¬ 
change  firms  must  establish  arrangements  that  will  work  should 
a  large  volume  of  business  be  required. 

Also  much  of  the  present  efficient  system  of  wires  would 
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not  be  maintained  11  the  stock  exchange  firms  oould  not  expand 
or  o  on  tract  their  wire  service  promptly  according  to  thslr  no-'  ; 
Under  the  present  arrangements  additional  wires  can  be  obtains 
almost  Immediately,  or  if  the  volume  of  business  falls  off, 
existing  wire  arrangements  can  be  released 3  If  this  were  not 
possible,  much  of  the  wire  business  could  not  be  done  andnot 
only  the  stock  exchange  firms  but  the  telegraph  companies  would 
be  the  losers*  Because  of  the  fluctuating  nature  of  thslr  t  k.  - 
ness  the  stock  exchange  firms  could  not  afford  to  engage  many  -> 
their  wires  If  they  were  reouirsd  to  take  definite  and  rigid 
commitments  that  they  would  have  to  continue  in  slack  times « 

If  th$  proposed  Code  prevents  the  continuing  of  the  present 
arrangements  it  will  probably  result  in  the  curtailment  of 
many  of  the  leases  of  wires  now  existing  unless  some  equally 
flexible  arrangement  is  established®  The  prohibitions  und^r 
the  proposed  draft  of  the  Code-  did  not  seem  to  permit 
such  flexibility® 

There  does  not  seem  to  be  any  reasonable  Justification 
for  the  prohibitions  contained  In  the  proposed  nor  can  it 

be  seen  what  the  telegraph  companies  would  lose  if  the  lessees 
of  wires  v-ere  permitted  to  allow  other  persons  to  use 
leased  wires  If  such  other  persons  were  approved  by  the  lessor 
company  and  were  named  la  the  lease  or  an  annex  to  ths  lease® 
This  would  certainly  seem  to  be  true  if  the  uee  of  the  lease 
VTlro  h  ad  to  be  permitted  only  in  connection  with  the  business 
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The  above  objection©  in  regard,  to  said  Section  6  would 


however  probably  be  overcome  If  the  first  paragraph  of  said 


Section  were  amended  to  read  as  follows: 

0 Section  a.  No  member  of  the  Industry  shall  enter  into 

any  lease  of  a  wire,  or  provide  any  leased  wire  service,  under 
existing  lease  or  otherwise,  which  will  permit  the  use  of  suoh 
wire  service  In  telegraphic  communication  by  any  persons  otner 
than  persons  (Including  firms  and  corporations)  whose  offices 
or  business  premises  arc,  at  the  time  of  such  use  1b  p-orultted, 
connected  by  such  private  wire,  service,  or  which  will  permit 
the  us©  of  suoh  wire  service  for  messages  or  purposes  which  do 
net  relate  to  the  business  of  the  person  or  persons  whose  of¬ 


fices  or  business  premises  are  so-  then  connected  by  wire  ser¬ 
vice,  nor  -shall  any  member  of  th©  industry  peivait  any  u.s~  of  & 
leased  wire,  for  compensation  or  otherwise,  under  existing  leas 
or  otherwise,  which  will  result  In  giving  to  any  user  tlu.ii  boa  , 
other  than  the  persons  whose  offiose  or  business  premises  are 


connected  therewith,  amts  or  service  more  favorable  then  that 
which  is  afforded  to  other  persons  using  or  requiring  substan¬ 


tially  similar  service** 

Unloss  the  proposed  Code  for  the  felegraph  Com muni 
tl on s  Industry  ie  changed  as  above  provided  xn  i*  will  oauko  a 
serious  handicap  to  the  conduct  of  the  stoch  exchange  business 
of  the  country,  without  any  advantage  or  benefit  to  the  tele- 
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graph  companies*  but.  on  the  contrary*  will  swatly  reduce  their 

business* 

R0  Eo  Pesvemlae 

On  Behalf  of  The  Association  of 
Stock  Exchange  Firms  (Hew  York} 

and 

Coda  Authority  for  the  Code  of  Fair 
Competition  for  Stock  Exchange  Firms., 
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oer* 


Deputy  Peebles*  Do  the  stock  exchange  firms,  in  their 

leased  wires,  transmit  messages  for  compensation? 

Mr.,  Desvemines  Hot  for  compensation  for  t ho  transmis¬ 
sion  o’  the  messages 

Deputy  Peebles*  Then  how  do  you  reach  the  conclusion 
that  this  code  will  in  any  way  interfere  with  the  stock  ex¬ 
change  cod©? 

Mr*  Desvernine?  There  are  several  arrangements..  It  has 
usually  been  on  a  split  commission  basis*  You  divide  the  com¬ 
mission  on  the  volume  of  your  commission  — ■ 

Deputy  Peebles*  X  say,  do  you  transmit  messages  for  com¬ 
pensation?  ' 

Mxc  Desvernine*  The  answer  is  that  we  do  not* 

Deputy  Peebles*  Then  how  do  you  figure  that  this  code 
interferes  with  the  stock  exchange  code,  with  the  employees 

that  you  have? 

Ut0  Desvernine'c  As  I  have  indicated  in  my  statement,  be¬ 
cause  the  operators  who  are  used  on  our  wires  — - 

Deputy  Peebles  { interposing) *  But  how  is  your  industry 
definitely  defined  in  here*  ?/here  it  s aye  ^messages  for  com¬ 
pensation”?  You  are  not  in  the  indue  try 0 

Mrc  Desveraines  I  do  not  know*  I  think  your  definition 
is  broad  enough  to  include  it,. 

There  is  some  compensation  flowing  —  we  are  not  charging 
a  specif io  price  fox  the  message  sent*  but  we  do  get  a  oompens&=» 
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tion  irom  a  split  in  commissioniS  on  business  exscut ed,  but 

that  is  a  compensation* 

Deputy  Peebles?  You  axe  not  in  the  business  of  trans¬ 
mitting  messages  for  compensation,  that  is,  for  profit?  You 
axe  transmitting  messages  to  carry  out  your  owi  business* 

Mr.  Besv<  mines  Entirely,  yes,  but  w®  are  indirectly 

receiving  a  compensation* 

Deputy  Peebles?  But  not  in  the  nature  of  a  profit  on  the 

message o 

Mr*  Desverntnes  Hot  in  the  nature  of  a  profit  on  the 
massage,  noc 

Deputy  Peebles £  1  do  not  see  how  you  have  anything  to 

worry  about 0 

Mr0  Deft  famines  If  your  interpretation  is  correct,,  noc 
Deputy  Peebles s  But.  it  is  in  plain  language « 

Mr.  Deevexnine?  I  do  not  think  so0 

Deputy  Peebles?  Another  questions  Is  there  any  other 
provision  you  think  interferes  with  the  stock  exchange  firms0 
code? 

UXo  Deevernine  g  $© 

Deputy  Peebles?  You  several  times  spoke  of  leasing  wires 
from  telegraph  companies.,  Are  most  of  the  wires  to  stock  ex¬ 
change  firms  leased  from  the  telegraph  companies 9  or  fror  the 

A.  T.  &  T.? 

Mr0  Desvemines  Practically  all  from  the  A»  &  Y* 


m 


m 

,  • 


Deputy  P©6Dx88s  why  do  you  Aea.fce  irom  the  An  ••  ♦  &  4 ° * 

&r»  DesvernineS  We  lease  "rein  the  A,  T.  ft  T,  because 
there  is  no  telegraph  company  v?hich  can  physically  provide  the 

facilities  which  the  A.  T.  ft  1%  provider 

If  we  ’*ho  are  today  in  the  stock  exchange  business  wore 
to  offer  our  contract  with  the  A*  '•$  a  &  T*  to  any  oi  ‘(•ele- 

graph  companies,  it  would  be  physically  impossible  for  them  to 
sign  that  contract  to  provide  those  facilities. 

Bo  that ,  therefore,  there  is  only  cm  person  from  whom 
you  can  get  your  service,  and  that  is  the  A,  f,  ft  1 ° » 

System, 

Deputy  pebbles $  Have  you  any  questions,  Hr.  Scott] 

Mrc  Scott i  Ko* 

Deputy  Peebles-:  Thank  you  very  much, 

M.T,  George  D,  B,  Bonbright,  representing  George  D.  B,  Bon- 
bright  ft  Company  and  Erickson,  Perkin®  &  Company 0 

(jffo  response) 

Deputy  Peebles*  Hr.  George  A,  Garrett,  representing 

Clark,  Child  ft  Keecho 
{ Jfo  response) 

Deputy  Peebles 2  Mr.  Sugene  Ee  Thompson,  representing  the 

Washington  3tock  Exchange, 

STATEMENT  OF  ME,  KUGEHE  Ec  THOMPSON 
WASHINGTON  STOCK  SZCHAYOS  et  al. 

Mar,  Thompson?  Mr,  Deputy,  my  name  is  Eugene  S.  Thompson, 


■ 
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of  Washington,  D.  C„ 

I  appear  on  behalf  of  fifteen  local  stock  axe hangs s,  out¬ 
side  of  Hew  Yorkrj 

Members  of  fifteen  stock  exchanges,  located  in  various 
parts  of  the  country,  who  will  be  affected,  h«v©  requested  me 
to  appear  in  protest  against  the  proposed  code  of  fair  comps  ti* 
tion  for  the  telegraph  industry;  specifically  and  more  par ticu« 
laxly  I  am  urged  to  say  to  you  that  the  interests  of  these 
members  will  be  adversely  and  seriously  affected  if  section  6P 
article  VII,  under  the  subheading  Trade  Practice  Rules, la  per¬ 
mitted  to  become  operative 0 

Those  who  have  requested  ms  to  represent  them  in  this 


matter  comprise  a  large  part,  if  not  all,  of  the  membership  of 


the  following  sxeban  grass 

St,  Louis  Stock  Exchange 


Philadelphia 
Washington 
Cincinnati 
Hartford 
Cleveland 
Los  Angeles 


Stock  Exchange 
Stock  Exchange 
Stock  Exchange 
Stock  Exchange 
S t oc k  Exc hang© 
Stock  Exchange 


Pittsburgh  Stock  Exchange 
San  Francisco  Curb  Exchange 
Ztetrr.lt  Stock  Exchange 
Richmond  Stock  Exchange 


[I 

ll 


. 


I >uisvilla  Stock  Exchange 
Jfew  Orleans  3t  oek  E  sc  bang© 

Buffalo  Stock  Exchange 
bos  Angeles  Curb  Exchange 
The  only. interpretation  which  wq  can  make  of  the  langu~ 
age  used  In  this  section  is  that  It  will,  if  adopted,  deny  the 
right  of  le&sed-wixe  communication,  either  telephone  or  telegraph 
between  brokers  and  their  correspondent  unless  it  should  happen 
that  the  correspondent  is  in.  fact  a  branch  office  of  the  broker- 
leasee* 

It  is  apparant *  in  such  a  situation,  that  the  purely  local 

at  once 

houses/will  be  placed  at  a  competitive  disadvantage  by  being 
forced,  if  they  axe  to  survive,  to  establish  their  own  leased- 
wire  services,  which  probably  would  involve  the  creation  of 
branch  offices  of  their  own  in  the  larger  market  centers.. 

Aside  from  other  reasons,  the  cost  of  leased  wires  alone  would 
make  the  innovation  prohibitive  in  many  instances 0 

Brokers  as  wall  as  investment  bankers  are  important  in 
the  economic  structure*  It  is  well  that  there  should  be  a 
sufficient  number  of  them  operating  independently  at  points 
of  corporate  activity  throughout  the  country,  Otherwise 
stability  in  the  industrial  and  commercial  system  would  give 
way  to  uncertainty c  The  securities  business  is  a  highly  com¬ 
petitive  and  sensitive  one*  •  tfe  deal  ir>  fractions  and  split 
seconds..  The  market  for  corporate  securities  hao  been  de- 


. 
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scribed  ac  a  ready  market  but  as  a  matter  of  fact  it  is  an  in¬ 
stantaneous  market.  If  we  are  not  prepared  to  utilise  it  in- 

to 

suantiy,  our  service  to  oux  customers  and/our  community  has 

been  impaled  in  a  very  vital  sens®* 

•ub*tt  respectfully  that  section  6  should  fee  drastical¬ 
ly  modified  or,  preferably,  eliminated  from  the  proposed  code, 
s-rosn  our  standpoint  we  cannot  see  that  such  a  prohibition  be- 

1  nge  in  an  instrument  which  assumes  to  be  a  code  of  fair  coo- 

petition. 

So  far  as  we  know,  every  company  or  concern  which  leases  a 
communications  service  is  on  an  equal  footing  with  every  other 
lessee  of  a  communication  service,.  Their  respective  opportuni¬ 
ties  fox  obtaining  contrasts  are  in  this  respect  on  the  same 

basis. 


Xbera  is  no  question  her®  as 


to  either  fairness  ox  unfair- 


neM*  xue  U  iB  that  in  «f*»cting  our  arrangements  for  leased- 
Kira  services  -we  have  taken  advantage  of  the  fact  that,  for  ouj 

purposes,  the  facilities  of  one  or  the  other  of  the  communica¬ 
tions  companies  are  best  suited  for  our  needs,  it  is  a  nature 
consequence  that  we  should  accept  this  advantage e 


That  is  alio 

* 

Sco***  you  explain  what  kind  of  use  you  make  of 

the  l©ased=*wire  .service? 

Kx o  Thompsons  For  the  transmission  of  orders 

Mr0  Scotts  I  did  not  quite  mmxx  th&t,0  Do  you  have  a 


« 
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» 
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1  V*  ’  ^  * 


leased  wi ?e  from  hare  to  any  one  particular  place,  or  %»  there 

a  network,  or  what  is  it? 

Mr*  Thompson?  Hot  at  all*  It  is  principally  the  leased- 
wire  service  from  the  larger  market  centers,  from  Mew  York  or 
from  Chicago  to  the  various  cities  of  the  country,. 

Deputy  Peebles*  There  are  some  brokers  hero  on  the  same 

leased  wire? 

&r„  Thompsons  There  are  in  some  places  quite  a.  number „ 

Mr „  Scott s  For  exam ole,  in  Washington,  how  many  brokers 
here  use  the  same  wire  between  her®  and  I m  York? 

Mr„  Thompson*  I  think  in  Washington  there  is  not  more 
than  one  office  on  a  wire  to  Hew  York,  There  may  be  some  in 
Baltimore  or  Philadelphia  on  that  wire,, 

Mr*  Scott 3  On  the  dame  line  between  Washington  and  Hew 

York? 

\ 

Mr„  Thompsons  Yes0 

UTo  Worthington,  of  Baltimore*  asked  me  if  I  would  submit 
for  him  hia  brief,  which  he  wished  to  file  for  some  brokers, 
members  of  the?  Mew  York  Stock  Exchange  and  of  the  Baltimore 
3te3k  Exchange f)  and,  with  your  permission,  I  will  hand  that  to 

the  Rep  rter., 

leputy  Peebles*  Mr0  Worthington  is  not  to  appear? 

Mr„  Thompsons  He  was  here  yesterday. 

Deputy  Peebles &  You  may  submit  that  for  the  purpose  of 


the  record- 


. 


■ 


>•  rj 


n  • 

s»v*o 


la  there  any 'thing  further? 

&x, Thompsons  No0 

Deputy  Peebles*  Thank  you  very  much0 

(The  brief  submitted  on  behalf  of  Mr0  Worthington  is  aa 

fellows  O 

mmimnm  mamyim  proposed  cods  of  fair  competitioi  for  tee 

TELEGRAPH  COMMUNICATIONS  INDUSTRY 
At  a  meeting  held  In  Baltimore  cm  Hay  11th,  there  were 
present  representative©  of  ala:  few  York  Stock  Exchange  member 
firms  and  two  Baltimore  Stock  Exchange  member  firms  connected 
by  private  telegraph  wires  with  Saw  York  correspondents « 

Mrc  John  C0  Leg g,  Jr. ,  of  IR&okubln,  Legg  6  Company,  acted 
as  chairman  and,  after  a  discussion,  Mre  Legg  was  authorised  to 
appoint  a  committee  of  three  to  appear  at  the  hearing  before 
you  on  May  16thP  Bfr,  Legg  appointed  the  following  committees 
Mr*  Charles  H,  Pinkerton,  of  Baker,  Watts  &  Company 
Mr„  Borman  H.  Blake,  of  Alexander  Brown  &  Son® 

MXo  Ellicott  H.  Worthington,  of  ff*  Hc  Lanahan  &  Company 
the  last-named  being  designated  as  chairman,  to  protest  article 
VII,  section  of  the  proposed  telegraph  industry  code0 

We  desire  to  bring  to  your  attention  that  flriam  and  indi¬ 
viduals  throughout  the  country  that  transact  their  business  over 
private  telegraph  wires,  leased  by  their  ccrreepomUmis  in 
financial  centers,  would  be  placed  at  a  distinct  disadvantage  in 
competing  for  business  with  branch  offices  of  corporations,, 


' 


■■ 


■ 
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firms,  or  individuals  vifch  their  principal  ouiceg  located  in 

the  larger*  fl ns.no! *.l  centers t  as  branch  offices  of  lease e  of 
private  telegraph  wires  would  continue  to  enjoy  this  essential 

facility* 

This,  we  cannot  believe  is  the  intent  of  those  engaged 

in  framing  a  Cod*  of  fair  competition  for  the  Telegraph  Indue- 

try,  although  it  might  be  well  argued  that  this  provision ,  as 

a s  present  phrased,  would  literally  mean  that  only  the  lessee 

could  use  the  private  wires  and  would  prohibit  the  lessee'1 8  oor 
«  • 

respondents  from  using  these  telegraph  facilities,  nctwith- 
standing  the  .fact  that  such  use  has  been  -  for  many  years* 
This  provision  thus  literally  construed  would  mean  that  the 
wires  leading  from  the  lessee 4 s  place  of  business  to  hi©  oor*3 
respondent* s  would  be  one-way  line They  could  be  used  for 
outbound  traffic,  but  not  for  inbound  traffic 0  A  provision 
with  such  a  one-sided  limited  use  approaches  the  fcbsurdo  Our 
understanding  was  that  anyone  contesting  any  part  of  the  pro¬ 
posed  Coda  and  desiring  to  offer  amendments  or  desiring,  to 


appear  before  you  at  10  A 


O  ««  c 


May  16th  should  communicate  with 


you  before  noon  on  May  12th, 


We  addressed  to  you  a  night  letter  by  Western  Union 

telegram,  expressing  the  desire  for  an  opportunity  to  testify 

% 

in  the  hearing  on  the  proposed  Telegraph  Industry  Code  May  16th f 
and  offering  an  amendment  for  the  purpose  of  modifying  Article 
VII,  Section  6 8  first  paragraph,  *  the  might  letter  reading  as 


t 


*. 


. 


. 


a 
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follows: 


"Charles  Ht  Pinkerton*  Norman  H,  Blake  and  Hlloott  Hc 
Worthington f  Committee  representing,  New  .fork  and/or  Baltimore 
Stock  Exchange  firms  in  Baltimore r  desire  opportunity  to  tes¬ 
tify  in  hearing  of  proposed  telegraph  industry  code  ten  A«  h0 
May  sixteenth  for  purpose  of  modifying  article  seven  sac^on 
six  first  paragraph  so  that  it  will  read  as  follows;  ho  mem- 
her  of  the  industry  shall  enter  Into  any  lease  of  a  wire,  or 
provide  any  leased  wire  service*  under  existing  lease  u  .  o  ><  j 
wise*  which  permits  the  use  of  such  wire  in  telegraphic  commu- 


intention  by  any  person  or  corporation  other  than  th®  lessee 
thereof,  or  Its  correspondents  in  the  transaction  of  business 
?/ith  such  lessee;  nor  shall  any  member  of  the  industry  permit 
any  use  of  a  leased  wire  for  compensation  cr  otherwise,  und*:r- 
exieting  lease  or  otherwise,  whi eh  will  result  In  giving  to  a-.tr 
user  thereof g  other  than  the  lessee,  or  its  correspondents  in 
the  transaction  of  business with  such  lessee t  a  rate  of  service 
more  favorable  than  that  v/hich  is  afforded  to  other  persons, 
using  or  requiring;,  substantially  similar  service cw 

The  suggested  amendment  was  for  th©  purpose  of  providing 
that  the  leasee  of  a  private  telegraph  wire  would  be  permitted 
to  transact  his  business  with  hie  correspondent  and  the  corr¬ 
espondent,  in  turn,  would  bs  permitted  to  transact  his  business 
with  the  leasee*  to  conduct  the  business  of  both*  being  th© 
mutual  business  of  the  lease©  and  hie  correspondence 


. 


. 


)m 
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‘AtVHi'JU 


HKp#K 


85flj 


Mu 


ZTUBt  that  when  you  have  heard  the  testimony  of  thOE*-- 

permitted  to  testify  their  objections  to  Article  VII p  Ssotion 
3*  as  interpreted  by  usp  a  change  will  be  made  which  will  per« 
T»lt  the  continued  use  of  private  telegraph  wire  facilities  by 
the  correspondents  of  lessees  of  such  wires,  as  has  been  the 
practice  for  many  years  past,  in  order  that  the  public  may  en¬ 
joy  a  quick  and  accurate  service  in  connection  with  the  execu¬ 
tion  of  their  orders,, 

Respectfully  submitted, 

Charles  H«  Pinkerton 
Herman  Ho  Blake 
Silicon  Worthington 
( aignedBy :  EhLXGOTT  H„  WORTHINSTOM 

CHAIRMAM 

To  Mr«  Lo  H.~  Peebles,  Deputy  Administrator, 

Room  5*315 ,  Department  of  Coamerce  Building, 

Washington,  D,  Q0 
May  16th,  1934 
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bgputy  Peebles i  Uxc  Ctt  B,  Cross*  cf  tho  Boston  Stock 


Exchange,  and  representing  the  Association  of  Leaeed-Lin® 


Telegraphers  of  Wew  England  and  the  General  Securities  Com¬ 


mittee  of  Hew  England,, 


STATEMENT  OF  IE*  0,  80  GROSS 


BOSTON  STOCK  EXCHANGE?  ASSOCIATION  OF  LEASED-LIIE  T E REGRAJT H K R£ 


OF  WM  ENGLAND |  and  GENERAL  SECURITIES  COMMITTEE  OF  MEW  ENGLAND 


Ux0  Cross  $  Mr„  Deputy  Administrator,  and  othe^bff leers  of 


the  National  Recovery  Administration,  my  name  its  Claude  $?> 


Cross,  of  Boston,  Massachusetts,  and  1  a»  appearing  her©  in. 


behalf  of  the  Boston  Association  of  Stock  Exchange  Firms 


the  general  committee  representing  security  dealers  in  Sew 


England,  and  the  Associated  LeasecMfire  Telegraphers  of  New 


England , 


So  far  as  clarification  of  certain  provisions  of  the  cod© 


that  have  already  been  mentioned,  particularly  by  Mr,  Desver* 


nine,  is  concerned,  I  shall  not  touch  upon  them  other  than  to 


say  that  we  are  in  favor-  of  clarification  so  that  we  shall  not 


have  a  possible  conflict  in  the  two  code 8 0 


I  wish  to  direct  my  statement,  or  evidence,  particularly 


to  section  6  of  article  VII.  the  leaned-wire  provision, 


The  concerns  that  I  represent  object  to  that  most  strenu¬ 


ously,  for  the  reasons  that  I  shall  try  to  briefly  state 


The  effect  of  this  provision,  if  it,  is  adopted,  will  be 


to  paralyse  trade  in  securities*  to  destroy  the  business  of 


* 
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many  brokerage  houses ,  and  to  throw  out  of  employment  moc ; 

leased-^ire  telegraphers,  not  only  In  Hew  England  out  t brought 

out  the  country „ 

There  are  some  350  operators  of  leased  lines  in  Haw 
England  and,  while  ail  would  not  he  thrown  out  of  employment 
a  large  proper  tion  would,  if  this  section  were  adopted*  and 
while  the  number  may  be  comparatively  small,  I  venture  the 
hope  that  it  is  not  too  small  to  receive  the  earnest  considera¬ 
tion  of  the  Deputy  Administrator  and  hi®  Advisers, 

the  business  of  brokers  dealing  in  securities  listed  on, 
exchanges  is  dependant  upon  their  ability  promptly  to  comwuni  - 
cate  for  execution  all  orders  receives  by  them*  3ue.u.  orders 

must  be  executed  at  an  exchange  by  a.  member  of  the  exchange, 

# 

Where  orders  are  received  at  an  office  in  the  city  in  which 
the  exchange  is  located,  they  are  telephoned  to  the  exchange, 
Where  orders  are  received  at  an  office  in  another  cityc  say* 
in  Boat  n  for  execution  in  Me?;  York,  they  are  telegraphed  from 
the  Boston  office  to  a  Hew  York  office  and  then  relayed  by 
9  phone  to  the  exchange 0 

Some  firms  of  stock  brokers  maintain  offices  not  only  in 
Hew  York  but  in  ether  cities  In  order  to  insure  the  prompt 
execution  in  Hew  York  of  orders  received  in  other  cities,  such 
firms  generally  have  contracted  with  the  telegraph  company  for 
leased  wires,  that  is,  what  the  proposed  code  defines  &e  ar¬ 
rangements  *by  which  an  exclusive,  unlimited,  or  preferential 


* 


' 


* 
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right  to  service  over  one  ox  more  channels  of  communion sion  be¬ 
tween  certain  points  during  certain  tiroes  is  granted. 

Most  brokerage  firss,  however,  do  not  maintain  offices  in 
all  cities  where  stock  exchanges  are  located.  The  vast 
majority  of  brokerage  houses,  for  instance,  in  Boston,  have  no 
office  in  Mew  York*  We  have  69  brokerage  houses  in  Boston, 
only  21  of  which  have  lew  York  offices.  The  other  48  are 
either  correspondents  who  share  or  use  the  wire  of  one  of  the 
other  houses  for  execution  of  any  orders  on  the  Hew  York  Stock 
Exchange., 

That  means,  Mr0  Deputy  Administrator,  that  TO  percent  of 
the  houses  in  Boston  alone,  to  say  nothing  of  the  other  houses, 
of  which  there  are  many*  but  I  cannot  give  you  the  exact  number 
throughout  Mew  England  that  will  be  affected  by  section  S,  and 
I  wish  to  verify  it*  but  my  understanding  is  different  from  a*t  . 


DssvemijaQ('sc 


• 

hy  understanding  is  that  while  mey  da  not  profit  by  it, 
that  brokerage  houses  witu  leased  lines  do  charge  in  o ome 
instance©* 

There  are  various  arrangemebta *  Some  correspondents 

split  Xuq  profits  on  a  stated  percentage  basis *  Others  share 
the  expense#  and  others  charge  far  tue  use  of  ti.eir  wires* 

It  is  my  understanding  that  one  of  those  three  arrange*9 
/neats  prevails#  but  i  should  like  to  verify  that* 

But  in  as  much  as  we  consider  it  of  tue  utmost  importance# 

1  wish  at  this  time  to  raise  a  serious  doubt  and  state  my 
understanding  as  to  the  arrangements  under  which  t*.iey  operate* 
How#  for  the  prompt  transmission  of  these  orders#  it  has 
become  tue  practice  of  a  number  of  such  house a  to  make  an  ar« 
rangeraent  with  a  firm  having  leased  wire  service  permitting  t  ue 
use  of  suo/i  leased  wire  service  to  communicate  those  orders  * 

Tue  firm  which  maintains  the  leased  wire  service  thereby  3b- 
tains  business*  The  firm  which  is  permitted  t o  use  tue  leased 
wire  for  such  business  thereby  is  enabled  to  have  its  orders 
executed  witii  dispatch*  3uon  permission  t  a  us  e  the  facili** 
ies  of  a  leased  wire  is  made  effective  by  connecting  the  office 
of  the  licensee  wit**  its  own  telegrapher#  directly  to  tue  leased 
wire*  Such  arrangements  are  the  established  practice  under 
wui oh  tno  business  of  dealing  in  securities  has  grow:  up* 

One  house  having  a  leaaed  wire  may  have  such  arrangements 
vtiiii  several  hundred  other  firms  having  a  right  to  use  the 
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leasew  wire  only  for  the  transmission  of  orders  fez*  exacts::  .;.  <-;n 

by  the  lessees*  Tiiere  are  so-called  "wire  uouses"  whose  business 

/ 

depends  in  very  large  part  upon  orders  received  from  suou  li¬ 
censees  » 

Without  tue  cooperation  just  described,  It  in  obvious  that 
orders  to  be  executed  in  ew  fork,  or  some  other  city  in  which 
an  exchange  is  located,  received  outside  of  that  city,  could 
be  executed  promptly  only  by  firms  which  maintain  their  offices 
in  the  exchange  city  with  a  leased  wire  to  the  point  where  the 
order  was  received*  All  other  order®,  if  to  be  sent  by  tele- 
graph,  would  have  to  he  sent  as  ordinary  messages,  dependent 
upon  messenger  service* 

The  business  of  dealing  in  securities,  as  at  present  arga-» 

niaecu  could  not  be  carried  on  in  that  way* 

Section  6  at temp's  to  prohibit  such  eooperutixi,  or  shut 

would  be  the  effect* 

I  do  not  believe  that  tu&t  was  tno  intent,  but  that  is 
the  effect  ,  as  we  construe  it* 

if  the  leased  wire  service  can  be  used  only  by  the  lessee 
thereof,  it  means  that  it  is  limited  to  intra* office  owasauxi ca¬ 
tions  of  tne  same  firm* 

ab  already  stated,  the  security  business  demands  direct 
wire  service,  such  as  is  furnished  by  leased  wires*  Ordinary 
service  can  not  successfully  be  used*  Therefore,  it  is  not  a 

Cjlie3tiou  of  eubeUtuting  another  service  to  the  brokerage  iiouoeo, 


' 
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*he  great  majority  of  tnem,  70  per  cent,  at 
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means  cl  epriving  them  of  tn©  only  satisfactory  means  of  confwiuni-* 

cation  which  practice  lias  demonstrated  is  the  best  method* 

If  this  paragraph  were  adopted  and  approved,  it  would 
m&u  w;iat  approximately  70  per  cent  of  our  brokerage  in  Dew 
Sag  land ,  and  practically  all  of  the  dealers  in  securities  lo*» 
cated  throughout  New  England  „  would  either  have  to  lease  their 
O'Vn  wires ,  obtain  office  space  in  Kew  Y & rh ,  have  an  office  and 
tiiere  employ  help  and  run  such  an  office?  or  be  driven  out  of 


business* 

i^ost  of  these  houses  would  be  unable  to  open  and  maintain 
a  2  ew  fork  of fi ce,  so  tney  would  be  thrown  out  of  business* 

Ton  have  here,  iir.  Deputy  Administrator,  as  I  see  it,  the 
unusual  and  extraordinary  situation,  where  the  National  Be* 
oo very  Administration?  in  attempting  to  regulate  one  industry, 
the  telegraph  communications  industry,  is  in  effect  going  to 
drive  out  of  business  a  large  part  of  another  industry,  already 
regulated?  if  Section  6  is  retained,  and  it  has  the  meaning  ac 
we  construe  it. 


We  come  here  in  this  appeal  to  you  in  this  public  hearing? 
not  as  supporters  of  any  one  communications  company.  Wq  are 
asking  f  or  scavice  by  whomever  furnished,  and  one  that  is  proper* 
ly  f urnianed  through  the  leased  lines  that  wc  have  today,  and 

we  ask  tnat  that  provision  be  eliminated,  or  that  there  be  added 

to  ttie  second  paragraph  of  Seotlon  5  words  that  would  exempt 
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dealers  in  gecurit ies $.  as  tne  United  G t at  es  Government  aid 

press  liave  been  exempted*  Ijecuuse  of  their  peculiar  meowed 


the 

o 


handling  tne  business*  which  practice  has  demonstrated  to  oe 
the  most  effective*  so  that  that  paragraph  as  then  amended 

v/ ould  reads 

»TUia  section  shall  not  apply  to  interstate  wire  facili¬ 
ties  between  members  of  the  industry*  or  to  wire  service  or 
services  furnished  to  the  United  states  or  to  any  of  its 
agencies P  or  to  tue  press*  or  to  brokers  or  dealers  in  securi* 


ties* w 

With  your  permission*  1  have  some  further  remarks  that 
should  like  to  hand  to  the  reporter  to  be  incorporated  into 
the  record*  and  1  do  this  so  as  to  save  time  and  to  avoid  poo® 

sible  repetition 

deputy  Peebles?  It  will  be  all  right  for  you  to  do  that* 
..%ye  you  t/. rough  with  your  statement? 
dr*  Cross?  Yes* 

(The  statement  submitted  for  the  record  is  as  follows? 5 
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?0  NATIONAL  RFCOVEPY  ADMINISTRATION 

In  re  PROPOSED  CODS  OF'  FAXR  COMPETITION 

FOR  THE 

TELEGRAPH  COMMUNICATIONS  INDUSTRY 
BRIEF  IN  OPPOSITION  TO  PROPOSED  CODE  IK  BEHALF  OF 
BOSTON  ASSOCIATION  OF  STOCK  EXCHANGE  FIRMS  AND 

GENERAL  COMMITTEE  REPRESENTING  SECURITY  DEALERS  IN 
NEW  ENGLAND  AND  ASSOCIATED  LEASED  WIRE  TELEGRAPHERS 
OF  NEW  ENGLAND 

We  object  particularly  to  the  provision®  of  section  6  of 

Article  ¥21  of  the  proposed  Cods*  which  reads,  In  parts 

BNo  member  of  the  Industry  shall  enter  into  any  leas* 
of  a  wire ,  or  provide  any  leased  wire?  service c  under  existing 
lease  or  otherwise,  which  permits  the  use  of  such  wire  in  tele* 
graphic  oommunication  by  any  person  or  corporation  other  than 
the  lessee  thereof;  nor  shall  any  member  of  the  Industry  permit 
any  use  of  a  leased  wire,  for  a  compensation  or  otherwise, 
whloh  will  res  ult  in  giving  to  any  user  thereof,  other  than 
the  lessee*  a  rate  or  service  mor«  favorable  than  that  which 
Is  afforded  to  othsr  persons  using  or  requiring  substantially 
similar  gi>rvic@oM 

The  effect  of.  this  provision,  if  it  Is  adopted,  will  be 
to  paralyse  trade  in  securities,  to  destroy  the  business  of 
•  many  brok  erage  houses,  and  to  throw  out  of  employment  most 


. 
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Isaca'i  vire  telegrapher 3  no*  only  in  N^w  England  but  throughout 

the  0  ountry - 

*?he  business  of  brokers  dealing  In  securities  listed  on 
exchanges  is  &#pend$nt  upon  their  ability  promptly  to  commun¬ 
icate  for  execution  all  orders  received  by  them  .  Such  orders 
must  be  executed  at  an  exchange  by  a  member  of  the  exchange^ 
Where  orders  are  received  at  an.  offlc©  In  th#  city  in  which 
ths  $xokang£  Is  located  p  they  are  telephoned  to  ths  exchange-. 
Where  orders  are  received  at  an  oiiio^  in  another  c  ity  , 
in  Boston  for  execution  in  Hew  York,  they  are  telegraphed  from 
the  Boston  office  to  a  Hew  York  office  and  then  relayed  by 
ffphon®  to  the  exchange-. 

Some  firm©  of  stockbrokers  m  alntain  offices  not  only  In 
Hew  York,  but  in  other  cities e  In  order  to  ensure  the  prompt 
execution  in  Hew  York  of  orders  received  in  other  cities,  such 
firms  generally  have  contracted  with  a  telegraph  company  for 
■  l®a83d  wires,,  that  is,  what  th$  proposed  Coda  defines  ass  ar¬ 
rangements  ®by  which  an  exclusive,  unlimited  or  preferential 
right  to  service  over  ons  or  more  channels  of  communication  be  - 
tween  certain  points  during;  certain  times  is  granted** 

Most  brokerage  firms,  however,  do  not  maintain  offices 
in  all  cities  -vhere  stock  exchanges  are  located.  The  vast 
majority  of  brokerage  houses,  for  instance,  have  no  office  in 
Hew  York,  They  depend  for  the  execution  of  their  orders  upon 
other  brokers  having  sn  offics  in  that  city 0  For  the  prompt 


' 
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transmission  of  those  orders.  It  has  become  the  practice  of 

suoh  houses  to  make  an  arrangement  with -a  firm  having  leased 
wire  service  permitting  the  use  of  ouch  leaeed  wire  service 
to  communicate  those  orders.  The  fine  which  maintains  the 
leased  wlr®  acrvio®  thereby  obtains  business.  The  firm  vhloh 
Is  permitted  to  use  the  leased  wire  for  such  business  thereby 
la  enabled  to  have  Its  orders  executed  with  dispatch. 

Such  permission  to  use  the  facilities  of  a  leased  wire  to 

made  effective  by  connecting  the  o  -  ■  1c®  «*  vh«  . 

Its  own  telegrapher „  directly  to  the  leased  wire.  Such  ar¬ 
rangements  are  the  established  practice  under  which  the  bus  - 
lness  of  dealing  in  securities  has  grown  up.  One  house  hav¬ 
ing  a  leased  wire  may  have  such  arrangements  with  several 
hundred  other  firms  having  a  right  to  use  the  leased  wire 
only  for  the  transmission  of  orders  for  execution  by  lessee. 
There  are  co-oalled  “wire  houses8 ,  whose  business  depends  in 
very  large  part  upon  orders  received  from  such  licensees., 
Without  the  cooperation  just  described  it  Is  obvious 
that  orders  to  be  executed  in  Raw  York,  or  some  other  city  in 
which  an  exchange  is  located,  received  outside  that  city, 
oould  be  executed  promptly  only  by  firms  which  maintained 
offices  in  the  exchange  city  with  a  leaeed  wire  to  the  point 
whore  the  order  was  received.  All  othe*  oruers, 

,„t  *  uu^pt.  ™»w  >»•  “  ”*  •*«  "  “rM“17 
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dependent  upon  messenger  s*rvio®„  3he  business  of  dealing  In 
sscurltles*  as  at  present  organised*  oouid  not  be  oarrlea  . 

on  in  that  way  o 

Section  6,  quoted  above,,  att-enipta  to  prohibit  auoh 
operation*,  It  l«as»d  wirs  service  oaa  be  used  only  by  the 
leas***  thereof,  it  means  that  it  1®  limited  to  intraoflics 

communioatlons  of  the  aiam©  1  ii*®« 

We  assume  that  the  direct  object  of  the  clause  In  ques¬ 
tion  was  not  to  disrupt  the  business  of  security  brokers  ana 

dealers*  It  Is  manifest,  however*  that  that  »IU  b« 

That  effect  might  bo  avoided  by  adding,  to  the  sentence  In  the 

sentence  providing  for  exceptions  so  that  it  should  reads 
"This  section  shall  not  apply  to  interchange 
facilities  between  members  of  the  industry*  or  to  wires*  cir¬ 
cuits  or  services  furnished  to  the  United  States,  or  to  any 
of  its  agencies ,  or  to  the  Prase,  or  to  brohers  or  dealer® 

in  #«ouritl«8ttt 

Certainly,  even  if  the  main  object  of  the  clause  In  ques¬ 
tion  were  propsr,  its  incidental  effects  are  not  to  be  die re- 
garde d»  If  these  Incidental  effects  are  Ho  eliminate  or 
oppress  small  enterprises*  and  "to  discriminate  against  them,* 
they  axe  directly  prohibited  by  the  national  Recovery  Act .  | 

9uch,  we  submit*  are  the  incidental  effects  of  Section  6  of 


Artlols  VI  of  th*  proposed  Cods* 
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tto  believe  E.  however*  and  urge  chat  the  prinoir>  I  object 

of  the  clause  and  of  Article  VX  In  itg  entirety p  Is  not  on© 

authorized  by  ths  National  Recovery  Act, 

The  original  purpose  of  section  6  seeme  to  b«?  to  prevent 
evasion  of  the  provisions  of  prior  sections  o i  Artie 3,®  /Ia. 
Prior  sections  x’CQUir©  the  publica/tlon  of  tari-iis  -;x),u  prohibit 
th®  rendering  of  tsdeg^pk*-0  services  except  at  thos®  tariffs* 
Under  section  3  no  incidental  services  are  to  b®  rendered  with¬ 
out  making  a  charge  therefor. 

It  is  obvious  that  the  published  tariffs  of  the  companies 

in  th®  industry  will  b®  Identical- 

Ths  main  purpose  of  Article  m,  therefore,  seems  to  be 
to  ensure  that  all  persons  in  the  Indus  cry  charge  ^ho  s&jsv 
rates  for  the  same  services  &  ^hat,  at  least,  w1j~1  be  its 

natural  effect* 

We  submit  that  the  Code  in  that  respect  violates  the 
proviso  in  3  (a)  of  the  National  i^ecovery  Act f, 

"That  such  code  or  code**  shall  not  permit  monopolies 

or  monopolistic  oraooieas 

To  further  effectuate  that  purpose  section  8  restricts 
the  rights  of  Isssess  of  laas©d  wires,  so  that  they  may  not  at 
their  own  expense  or  for  a  char  go  ^xteno.  the  use  ox  t-.  v  p,  .  - 
vil®ges  they  have  purchased  to  their  customers  or  to  other 
persons  y/ith  whom  they  are  transacting  business « 
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Such,  an  extraordinary  interruption  of  established  business 
relations  is  surely  wholly  without  the  scope  of  the  authority 
granted  by  Congress  to  the  President  in  section  3  (d)  of  the 
National  Recovery  Act*  und-sr  which  the  proposed  Code  is  present- 
«df,  that  iSg  the  authority  to  ” prescribe  and  approve  a  code  of 
fair  competition  *  *  *  which  shall  have  the  same  effect  as  a 
code  of  fair  competition  approved  by  the  President  under  sub¬ 
section  {&)*<,  The  peer  to  formulate  ” standards  of  fair  com- 
petition*  for  any  trade  or  industry  is  not  uncon tro  1.1  #d0 

It  does  not  include  a  powsr  to  denounce  as  an  “unfair  meth¬ 
od  of  competition1'  a  practice  in  one  industry  which  heretofore  * 
and  still  ixi  other  industries  g  is  regarded  as  a  normal  and 
honorable'  mode  of  competition*  The  power  to  formulate  such 
standards  is  not  an  authority  to  prohibit  competition  except 
upon  condition  that  all  competitors  offer  equal  terms  to  cus¬ 
tomers,  Certainly p  it  does  not  go  so  far  as  to  require  the 
destruction  of  established  relations  between  one  competitor 
and  its  customers,  and  of  the  business  built  upon  that  basis* 
in  order  to  ensure  that  competition  shall  be  upon  such  equal 
terms* 

Yat  it  is  just  that  effeotg  we  submit 9  which  follows 
from  Article  VII  of  the  proposed  Code*  and  particularly  from 
Section  6  of  that  Article,  It  prohibits  relationships  between 
a  telegraph  company  and  brokerage  houses g  which  haye  bean  loud 
established  and  upon  the  basis  of  which  our  system  of  distri- 
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but  ion  of  securities  hne  br»*.n.  baced^  and  involves  the  destruc¬ 
tion  of  the  capital  of  those  enterprises  which  have  grown  up 
under  that  system  and  the  loos  of  employment  ot  those  nor;  gain* 
fully  occupied  therein^  its  only  purpose  appears  to  be  to 
prevent  one  telegraph  company  from  charging  lower  rates  than 

another. 

We  earnestly  protest  that  the  proposed  Code  should  not 

bs  approved* 

Respectfully  submitted s, 


Claude  B*  Cross* 


£ 


( 
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Deputy  Peebles*  I  should  like  U>  ask  you  a  few  questions o 
You  mentioned,  aa  I  understood  it,,  that  tnere  are  69  firms  in 
Boston  tuat  are  operating  on  a  wire  to  hew  York,  if  i  got  the 


x  ig  ur  q  c  orr  e  c  t  ly  ? 

Mr.  Cross*  If  l  conveyed  that  i&presai on,  or  said  taut, 

I  did  uot  intend  to*  wh&t  I  intended  to  say  was  tnat  we 
i iave  69  brokerage  houses  in  Boston,  whom  I  represent  here, 
and  21  of  them  have  Hew  York  offices ,  and  the  ot hers  When  t  ey 
deal  in  securities  listed  on  the  Hew  York  Stock  Exchange,  must 
do  it  through  someone  else’s  wire® 

deputy  Peebles!  Are  they  all  parties  to  the  lease1? 
i&2»  Cross*  I  do  not  understand  so* 

Deputy  Peebles?  What  form  of  compensation  do  they  pay 

to  the  21  that  have  leased  wires? 

4r«  Gross 3  There  are  certain  houses  much  have  corres~ 

$ 

3 

pondents  in  Boston.  I  can  not  state  the  arrangement  between 
all  of  twenty  but  I  do  know  that  at  least  in  one  instance  that 
the  correspondent  gives  the  New  York  house  which  furnishes 
the  various  facilities,  including  a  leased  wire,  a  percentage  of 
its  profit,  and  I  think  that  that  is  general  with  the  corres¬ 
pondents’  houses  in  Boston* 

as  to  tnooe  using  the  facilities  of  the  so-called  leased- 
wire  houses,  tney  generally  have  their  own  telegrapher,  and 
they  are  oonected  wit  a  tue  leased  wire*  They  use  that  wire 

to  communicate  their  orders  to  ine  office  of  the  leasees  in 
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ITow  York  for  execution  toy  the  lessee ,  whic.i  is  a  hew  icrl :  house, 

or  lias  a  Kcw  York  branch  ox*  office,  and  the  lessee  obtains  a 
part  of  its  compensation  toy  transacting  that  business  for  tne 
concern  giving  the  order  and  using  the  leased  wire,  and  A 
tnink  that  there  is  a  charge  made  for  the  mre  service,  but  as 
to  that  X  have  doubt,  in  view  of  what  Mr*  £  eve  mine  stated, 
and  I  should  want  to  have  the  opportunity  of  verifying  that, 
and  submitting  the  information  afterwards  to  the  Deputy  Ad- 
minis  t  rat  or* 

Deputy  Peebles!  But  you  do  not  tit  ink  that  all  of  these 
houses  are  parties  to  tne  lease,  although  they  have  &  direct 

wire? 

dr.  cross*  Hot  some  of  them,  no,  fsir° 

Deputy  Peebles*  But  they  do  have  a  wire  in  their  office? 
Mr*  Cross*  They  have  a  wire  in  their  office,  and  general¬ 
ly  furnish  their  own  telegrapher* 

Deputy  Peebles s  And  they  connect  that  wire  to  the  leased 

wire  under  certain  conditions? 

Mr*  Gross*  To  the  leased  wire  of  tue  lessee,  and  the 
operators  that  are  employed  in  those  houses  so  connected  would 
loos  their  4otos  if  this  section  in  this  code  is  approved  or 

adopted* 

Deputy  Peebles*  I  a  there  any  case,  to  your  knowledge, 

where  a  each  payment  of  so  muon  per  message  may  too  charged 

'  ^ 
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over  tiies e  leased  wires? 
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j'UL4*  Croats  i  know  of  no  such  practice  as  tuat,  oecauso, 

via  X  understand,  there  is  a  monthly  rental  paid  by  the  lessees, 
arid  the  users  either  pay  by  sharing  that  monthly  rental,  or 
else,  in  the  case  of  some  of  the  correspondents,  pay  a  percen¬ 
tage  of  the  profits  to  the  lessee® 

Deputy  Peebles  8  But  t  ney  are  not  actually  on  the  lease? 

Hr*  Cross 8  The  correspondents,  at  leant  some  of  them,  . 

I  know,  a v  .«  not  • 

Deputy  Peebles?  Who  pays  the  cost,  of  the  installation 
of  the  wires  to  connect  tne  leased  wire?  Who  does  tnat  work? 

Hr*  Cross  s  I  am  sorry  that  i  can  not  answer  that,  as 
to  whether  it  is  paid  by  the  user  or  by  the  leasee*  I  shall 
be  glad  to  get  tnat  information  and  furnish  it  to  you  later 
witn  tne  other  information,  as  to  whether  there  is  ever  a 
contribution  in  money  by  a  user  to  tue  lessee,  and  also,  so 
far  as  I  can  find,  the  number  of  those  users  who  are  on  the 
1  e&s  q  * 

Deputy  Peebles s  Thank  you  very  much*  I  would  appreciate 
it  if  you  would  give  me  very  complete  information  on  that* 

Hr*  Cross 5  I  will  see  that  the  .Administrator  gets  it* 

Deputy  Peebles?  Thank  you® 

Hr*  Charles  ii.  Pinkerton,  representing  Lew  York  and/or 
Baltimore  3 took  Exchange  Firms  in  Baltimore* 

(Hr*  Pinkerton  did  not  respond  to  the  call  of  nia  name.) 

Deputy  Peebles  a  £r»  Herman  II.  Blake,  likewise  represent  irg 
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the  Her?  Yorl a  a'?4/or  Balls imore  Stock 

(Mr#  Blake  did  not  respond*) 

Deputy  Peebles*  A  represent efeve  of 
of  .Stock  Exchange  Firms* 

jSr«  Cross*  I  think  that 


to  go  baok  to  Boston  last  night 
Deputy  Peebles 8  Thank  you 
Ash  &  Co# 

(There  was  no  response*) 
Deputy  Peebles  *  Mr*  L*  R# 
linger  &  Company* 

(There  was  no  response*} 
Deputy  Peebles*  Mr*  P*  C. 


7.x change  Firms  in  Baltimore 


tile  Boston  c  so  elation 


hat  is  our  secretary  ?  who  had 


A.  represent tive  of  Mervin 


Ba.llinc:er »  representing  3al- 


Hillfl  of  Whitman  and  Barnes, 


Inc  * 

(There  was  no  response# } 

Deputy  Peebles s  Mr#  Walter  W#  Prices  representing  Living¬ 
ston  &  Company * 

(There  was  ns  response*) 

Deputy  Peebles  s  Mr*  C*  W*  3  pa  id 9  representing  J*  osepliel 


&  Company* 

(There  was  no  response#} 

Deputy  Peebles*  Mr*  Lawrence  F*  Fox*  vr»P  representing 
tne  Pacific  Coast  Association  of  Lew  York  Stock  Exchange  “  irma. 


* 
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SlATaffiS/i'  07  XEL.  X^UKSIiOE  H.  FOX,  Jr*, 

JWB&i&KTXlIG  TiUS  PACIFIC  00 ASX  ASSOCIATION  OF 
NEW  YOHK  STOCK  BXCliAirCIS  FIBteS . 
ir«  Fox*  &r*  administrator,  my  name  is  Laurence  Wo  Fox, 

Jr.  I  reside  in  Low  Angeles ,  California*  I  am  a  partner 
in  the  firm  of  Slaughter,  Anderson  &  Fox,  item.bors  of  the  ew 
Y  o  r&  S  t  o  ok  Sxohang e  * 

I  am  here  representing  some  nineteen  members  of  tue  hew 
iorlc  stock  Exchange  who  maintain  offices  on  the  Pacific  Coast, 
and  2  cja  Aere  to  protest  Section  4  and  Section  6  of  the  Code^ 
While ,  in  the  opinion  of  some  people,  the  members  of  the 
New  York  Stock  Exchange  may  be  the  vanishing  race,  I  do  not 
think  that  they  are,  and  I  want  to  show  by  technical  represen¬ 
tations  and  presentations  some  of  the  points  that  i  think  you 
are  interested  in* 

ivtp*  Desveraine  lias  discussed  the  technical  points  O'x  the 
two  codes,  in  which  I  concur,  and  I  want  to  show,  if  possible, 
chat  the  proposed  sections  will  put  out  of  business  probably 
15  out  of  19  members  of  the  Stock  Exchange  on  the  Coast,  because 
the  business  of  the  members  out  tnere  is  absolutely  dependent 

sn  the  leased  wire  arrangement* 

You  are  familiar  wit a  the  necessity  speed,  so  i  won  ;t  go 
into  that,  but  if  those  members  did  go  out  of  business  on  t;.e 
Pacific  Coast,  It  would  cause,  in  my  opinion,  just  those  things 
that  the  :i.  Ho  a-  does  not  want* 


| 
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In  the  first  place P  -tie  member  firms  out  triers  employ 
am  a  114*  t^ema elves  about  2,000  employees*  and  about  80  per  cent¬ 
al  those  will  go  out  0:  t-e  brokerage  business* 

In  the  second  place*  the  facilities  of  the  brokerage  firms 
are  of  aid  to  the  commerce  and  trade  of  the  Pacific  Coast,  not 


only  in  securities  but  in  commodities  of  all  kinds,  and  t  ey 
are  of  aid  in  connection  with  exporters  and  importers  of  all 
kindnv  hiasineas  that  now  comes  to  us  could  just  as  well  ho 


V&alen 

Fla 

0ms 


to  Canada,  or  to  European  countries*  and  we  could  not  ,:Jei  the 
service  that  have  now  because  of  the  lack  of  facilities 

wo  would  then  have* 

I  have  a  brief  letter  here  mhica  I  would  like  to  read 
in  evidence • 

"On  behalf  of  the  Pacific  Coast  Association  of  few  fork 
Stock  Exchange  Firms p  f.  wish  to  protest  against  Sections  #4 
and  #6,  Pag®  #11  of  the  proposed  Code  for  the  Telegraph  Com¬ 
munications  Industry,  The  Paoiflo  Coast  Association  is  made 
up  of  the  following  firms? 

A*  Ot  Slaughter,  Anderson  &  Fox  Sehmfcacher  ft  Co, 


Jr,  Earth  ft  Co, 


Strassburger  ft  0ot 


Wiae.  Cavalier  &  Co,, 


Graves*,  Banning  &  Co, 


Fo  Hutton  ft  Co 


Mc&onnfgll  ft  Co 


J£c  A,  Fibres  ft  Qo 


Sutra  ft  Co 


D®an  Witter  ft  Co 


Simmons  ft  Feekham 


Yeung  Clark  ft  Co 


Bis singer  ft  0oo 


Carl  Rsl a a  &  Go, 


Hows'll,  Bray  ton  &  Dou$la®e 

J0  Ac  Hogls  &  O0o 


Russell,  Miller  h  Co., 

|il©rvln  Asia  k  Company 

*  Section  $4  states  that  °Ho  members  of  the  Industry  sha;^ 
Bake,  give  or  permit  a  rate  to  the  users  of  any  class  of  e»~’- 
loe , discriminating  —  against  uitrg  of  any  other  class  of  eer<» 
j.oe— -*  ,  If  this  Is  to  b«  Interpreted  that  the  memhs'  s  of  ,■ 
Industry  cannot  supply  service  on  the  basis  of  tine  leasing 
ratas  because  such  method  of  leasing  might  bt  discriminator? 

aga.ln.8t  those  users  of  the  service  who  pay  by  the  word  or  v 
the  message/  we  protest  this  Section  on  the  grounds  that  if 
9  soa9  of  the  members  of  the  Association  which  I  represent  are 

not  able  to  lease  trans-continental  wires  on  a  time  basis 
comparable  to  the  basis  which  Is  now  operative ,  these  firms 
would  be  forced  to  discontinue  their  Pacific  Coast  offices 
because  of  the  prohibitive  cost  to  them  of  conducting  their 
business  by  telegraph  on  the  existing  word  or  massage  oasis- 
"Section  #S„  Page  #118  states;  ‘Ho  member  —  shall  enter 
into  any  lease  of  a  wire  —  which  permits  the  we  of  such  wire  - 
by  any  person  or  corporation  other  than  the  lessee  thereof; 

^  nor  shall  any  member  —  permit  any  use  of  leased  wire—  wb».en 

1  will  result  in  giving  any  user  thereof  other  than  the  l®«3as 

a  rate  or  service  more  favorable  than  that  which  is  afforo.ee 

to  other  persons  using  or  rpuirlng  substantially  similar  serv¬ 
iced  Se  protest  this  Section  because  should  it  be  adopted 


. 
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the  fsRomjouo  increase  In  the  coat  of  matin  raining  of  i  los?3  on 
the  P-olfiQ  Coast  would  cause  the  closing  of  the  offices  of 
the  majority  of  the  members  of  the  Hew  York  Stock  Kxohange  In 
that  territory o  &  great  number  of  employees  would  toe  forced 
out  of  work  and  the  revenues  of  the  members  of  the  Telegraph 
Communications  Industry  would  be  adversely  affeoted  in  a 
very  Teat  degree  ■>* 


*  ■  r 
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Incidentally »  I  tuink  that  the  membera  of  he  Stock 
aXWMWtfe  are  one  of  the  heat  clionto  of  the  members  of  «>*o 
telegraph  industry.  ay  own  firm  leases  two  wires,  one  out 
of  .an  J’rauoiaoo  and  one  out  of  Jbas  Angslea,  and  oar  aniut.l 

rental  is  $131,000® 

Xii  ray  estimate,  the  IV)  members  of  the  stock  exchange  ot 
the  Pacific  Coast  pay  about  $1*000*000  in  toil  charges »  w 
i3  a  very  substantial  item*  and  what  i  say  regard  ins  Pacific 

Coast  applies,  of  course,  many  times  to  the  out-of-town  ofiicoa 
throughout  t  ft  e  count  ry  • 

Txie  Pacific  Coast*  I  think*  is  a  pretty  good  section  to 
think  of*  because  the  farther  away  from  i?ew  York  you  are,  the 
higher  your  rentals*  ami  about  every  broker  outside  of  few  fork 
City  has  to  do  business  by  telegraphic  communication,  and  in 
tne  majority  of  cases,  by  leased  wire® 

"at  tne  present  time,  among  our  group  there  are  four  dif¬ 
ferent  methods  of  using  trans— continental  telegraph  cy s c i- -"/-s « 

I  will  itemise  these  arid  show  the  liardsnips  that  will  be  ef¬ 
fected  by  i notion  #6  of  t.e  imposed  erode*  if  adopted* 

«1„  ,£SaSB3©  0?  THE  SSW  YOBJC  STOGK  EXGh.  •  uE  :1Aj3T.  AifXilG 
OX^FICiiS  BOTH  Ou  THE  COAST  AM)  IH  HEW  YOKS*  WHICH  0TT1CKC  ARE  0 O' 
HECTSD  BY  PRIVATE  WIRES  LBASST;  JvROii  TELEGRAPH  OR  Til  J,EP:  ‘Cf  A 

oonPAsy* 

wOut  of  nineteen  members,  five  fall  in  this  classification* 
Of  ti*ese  five,  probably  three  would  have  to  discontinue  coast 


•  l  I M 


* 


©liices  because  they  v/ould  not  be  able  to  si iare  their  wire  o as  * 


in  tne  manner  deeoribed  in  the  next  class!  ieatiori. 

"2.  i5&i BEKS  OF  XiiB  10SW  YORK  STOCK  KXChA^GJfi  WilO  JQI '  hi 


USB  AND  JOINTLY  SHABB  COST  OF  LEASES)  WIRB. 


■3Xiie  total  volume  of  business  transacted  by  any  two  firms 
tai^ht  not  mxrant  the  use  of  mare  than  one  tranu-confcinental 
wire*  Obviously,  all  ouch  firms  could  not  afford  to  lease  their 
«wa  private  trana- continental  wires*  Jut  the  Code  would  force 
them  to  do  so  if  they  desired  to  stay  in  business o  Comparable 
to  these  fir m  are  those  in  t.«  next  classification* 


(l  «2 


s*  ismmm  of  tub  few  xokk  stuck  exchange  jmktai:  if;, 

OFFICES  Oh  TUB  PACIFIC  COAST  BUT  DEALING  WITH  A  CQKHE3P0*  DiiKT  FIR;! 
lh  1ESW  YOHK  RATHER  THAI*  iUIFTAlhIHG  TiiHlH  OWU  KKW  YORK  Or?lCH* 


Section  #6  would  necessitate  such  firms  opening  their  own 
hew  York  offices  because  the  wire  contact  with  the  correspond 
dent  office  would  make  the  correspondent  a  user  of  the  wire, 
although  he  was  not  a  lessee  which  would  be  prohibited*  3ec~ 
tion  #6  would  also  prohibit  the  reverse  of  t  ..is  ,  namely  the 


leasing  of  a  trans-continental  wire  by  a  firm  maintaining  ew 
York  offices  but  no  Coast  offices  and  transact i ce  business  wit  a 
a  correspondent  on  the  Pacific  Coast* 

"4*  A  SUBSTANTIAL  FIMBEK  OF  11K.IHEHS  0"  TIJ3  :v;W  YORK 
STOCK  EXCiiAhUE  Oh  TUB  PaCIFIC  COAST  •  "EITHER  LBA'iiS  TR  •  Tin- CO!  TI. 
ReRTAL  WIRES  DIRECTLY  OH  JOL'TTLYlttE  DO  TlfgY  ISA  TT’T*.  1”  0  FT  CBS 
OUTSIDE  OF  X.iEIR  OWE  TERRITORY* 


.. 


. 

. 
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incidentally,  tj-at  group  makes  up  tne  majority  of  \ue 
members  out  there ,  and  tney  are  the  smaller  people,  and  because 
they  are  small,  they  can  not  afford  these  leased  wires,  and 
therefore  the  >*  H.  a*  would  be  putting  out  of  business  the 
smaller  factors,  allowing  tne  larger  members,  of  which  my 
firm  is  one,  to  continue  in  business® 

Bfhese  firms  transact  tasir  business  by  an  arrangement 
with  another  hew  £©rk  Stock  Exchange  member  who  maintains 
its  own  leased  trana» continental  wire  system  and  Coast  offices* 
Compensation  between  two  such  firms  is  usually  in  the  form  of  a 
division  of  commission  and  interest  rates®  Section  #6  of  the 
proposed  Code  would  eliminate  each  an  arrangement  because  it 
might  be  construed  as  giving  a  rate  of  service  more  favorable 
than  that  afforded  to  other  persons  using  substantially  a  simi- 
Xar  service®  ihould  this  be  tne  case,  tne  firms  in  this  class!** 
iioation  would  be  forced  out  of  business  because  their  small 
volume  of  business  would  not  enable  them  to  afford  the  cost 
of  their  own  leased  wire  or  the  opening  of  their  own  ITew  York 
offices* 

"Since  Section  #6  prohibits  tng  leasing  of  a  wire,  except 
for  the  exclusive  use  of  the  lessee,  the  present  method  of 
wire  coamunicatian  such  as  ’drops1  or  ’loops’  between  trans¬ 
continental  wire  firms  and  correspondent  offices  in  the  same 
city  or  elsewhere  would  be  excluded*  Also,  the  present  method 
9f  communication  between  two  adjoining  firos  via  short  i«aaefi 


' 
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Ttjirca  would  be  prohibited  because  since  both  iirms  enjo,y  tne 
use  of  the  wire  neither  could  qualify  as  aa  exclusive  lessee  * 
"Because  of  the  above,  we  feel  most  strongly  that  the 
adoption  of  Sections  #4  and  #6  of  the  proposed  Telegraph  erode 
would  result  in  substantially  decreased  revenues  of  the  mem¬ 
bers  of  the  Telegraph  Communications  Industry,  would  result 
in  increased  unemployment  because  of  the  closing  of  a  great 
number  of  brokerage  office®  throughout  the  country,  particular¬ 
ly  on  the  fie  Coast,  and  would  most  adversely  affect  the 
general  flow  of  oo mcaer ce  and  stimulation  of  business,  which  is 
the  objective  of  the  national  .Recovery  Admini strati  on •  * 

7  have  here  a  suggestion  in  e&rmeetion  with  Section  6, 
which  I  will  not  file  at  the  present  tiiae,  because  i  want  to 
confer  wi thsoa©  of  my  associates  from  other  parts  of  the  county 
As  a  suggestion,  from  the  standpoint  of  the  brokers,  if 
Sections  4  and  6  were  eliminated  entirely,  l  think  the  best 
purposes  would  be  fulfilled,  but  there  are  several  ways  in  which 
all  interests  could  be  .adapted,  and  one  was  suggested  just  now, 
which  is  that  you  include  the  brokers  with  the  press  and  the 
other  excepted  a las see* 

That  represents  ray  thoughts  on  the  matter,  and  1  have  been 
in  the  wire  business  for  many  years,  and  X  think  that  I  have 
seen  every  angle  of  it« 

Deputy  Pesbleas  Row  many  leased  wires  did  you  eay  t-iat 
tnere  were  between  lo®  Angeles  arid.  3 an  ^rancisoo? 


:  o  <  :%Hr, 

■  •.  ■  •••  ■  .  -.7 

^4‘lr 


•  •'•■'V 


•:  ;>■»  '  • 


*  . 


*1  I  •  -  •»  » 


•  J*V:  : 

:  •' 


1  ' 


< 


-  .  •  v 


' 


f 


403 


."lx1*  Fox  3  1  not  gay 5  but  at  present  there  are  r/i;a 

That  varies 9  depending  on  the  tna rket  * 

deputy  Peebles  a  Those  are  wires  through  to  ?3 gw  Yo rk, 

IA3  ually? 

2ir*  vox$  Yea » 

Deputy  Peebles  %  How  many  brokerage  firms  are  there  in 
the  two  cities  that  depend  upon  those  six  wires? 

Mr*  T'oxs  nineteen  members  of  the  new  fork  3 task  bechance 

in  the  two  cities* 

Deputy  Peebles s  And  all  of  these  so-called  wire  houses 
depend  upon  these  six  wires  to  transact  their  business? 

-Ir«  Fox*  Yes* 

Deputy  Peebles?  Do  they  have  connections  direct  to  the 

leased  wire? 

Mro  ??o;u  The  broker  himself? 

Deputy  Peebles?  Yes* 

Mr*  loo:?  Yes*  . 

Deputy  Peebles?  In  other  words*  they  have  a  telegraph 
key  which  they  can  connect  to  the  leased  wire? 

Mr*  Fox*  You  can  either  have  a  loop  which  pats  your  cos*- 
respondent  on  the  same  wire  that  yau  are  using,  or  else  you 
may  be  on  a  relay  where  the  operator  will  connect  you  from 
tiiia  instrument  to  the  transcontinental  wire* 

Deputy  Peebles*  /tnd  where  you  have  ihte  relays  instrument, 
usually  do  you  share  tue  expense  of  tne  wire? 


i&r*  Foxi  The  service  of  the  t  runs -cent i ns nt  al  wire  is 

uiven  for  nothing,  because  the  correspondent  is  tne  cuot  otter 
of  the  leasee  of  the  trana- continental  wire« 

Deputy  Peebles*  The  correspondent  :Lo  %  e  customer  of  the 

lessee? 

„Iro  "ox*  In  other  words?  he  will  sell  100  shares  in 

Los  Angeles  and  he  will  deliver  that  order  to  me  in  ray  office, 
and  I  will  put  that  on  the  wire* 

Deputy  Peebles?  And  as  to  those  connected  directly  to 

i 

that  trana* continental  wire,  are  they  named  as  parties  to  the 

lease? 

Ir»  Fox*  They  can  be,  but  in  some  oases  they  are  not# 
Deputy  Peebles?  But  tney  are  directly  connected  to  the 
transcontinental  wire*  and  can  use  it  at  will? 
ir*  I' ox?  dy  cutting  in,  yes* 

Deputy  Peebles 3  In  the  early  part  of  your  statement,  you 
spoke  of  the  advantage  to  exporters  and  importers  of  these 
transcontinental  wires  * 

What  type  of  your  business  do  you  handle  for  exporters  and 
import era?  * 

,Ir»  Vox*  quotations  in  a 'ilk,  grain,  cereals,  and  various 

things* 

Deputy  Peebles 3  how  are  you  compensated  for  those  quo- 


ations? 


-r#  A ox8  From  time  to  time  the  importers  or  exporters 


r9  r^H 


. 
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wxXl  give  us  tueir  business  in  either  oo*3iiiCrdUie3  ox*  stoc&  ‘-.-it. 

bonds* 

Deputy  Peebles?  Do  youunarge  them  anything  for  getting 

tiuotat  iona? 

Mr®  Fox s  Ho« 

Deputy  Peebles*  Do  they  send  any  messages  through,  and 

pay  compensation  to  you? 
to*  Fox*  So* 

Deputy  Peebles*  But  you  may  get  them  quotations  on  sill® 
and  otner  commodities,  and  depend  in  return  on  any  order  s 
that  tney  may  give  you  for  stooiss  and  bonds? 
to*  Fox*  That  la  correct * 

Deputy  Peebles*  Are  there  any  other  types  of  business 
tn&t  you  transact  over  the  wire  which  do  not  directly  pertain 
to  the  bond  business,  but  which  you  do  in  the  hope  of  gettin*. 
compensation  later  through  the  bond  business? 

to*  Fox*  ho,  witu  a  minor  exception,  and  a  very  minor 

3Q«o 

hvery  once  in  a  while  a  customer  will  desire  to  transmit 
a  message  of  some  personal  nature,  but  my  experience  with  tfcoe 
meafla&ea  is  ouon  that  if  we  did  not  handle  them,  they  would 
not  be  given  to  either  tne  Western  union  or  the  Postal* 

Deputy  Peebles*  Yet  you  do  handle  them? 

Jr*  T ox 3  Yea,  but  in  very  small  number* 


I>eputy  Peebles  a  Does  your  lease  prevent  the  handling 


. 


. 


* 


. 


' 


. 

. 


of  these  ^uotaticns  for  the  silk  exporters  u3  a  part  of  your 

business? 

,Ar*  Fox*  Ho*  a  commodity  man  might  telephone  and  sc<y $ 
"What  i3  there  the  last  of  December  on  sugar?"  and  we  would 
reply?  because  we  do  also  handle  business  in  future  sugars. 

Deputy  Peebles s  But  suppose  tu&t  anybody  unknown  to  you 
cam©  in  and  asked  you  to  send  a  message*  would  you  send  the 
message  in  t.*e  hope  that  he  might  place  his  bond  orders  with 
you  later? 

,.;r*  Fox*  xlo9  under  absolutely  no  circumstances.  One  o; 
the  big  problems  is  to  keep within  the  limits  of  the  leased 
wires?  and  we  have  enough  to  keep  them  busy?  anyhow* 

Deputy  Peebles 8  Thank  you  very  much* 

ir*  Kenning  Chambers?  representing  O'.  B.  Hilliard  &  ho n, 
hlmstedt  Brothers?  W«  L.  Lyons  Company?  and  Henning  Chambers 

&  c©« 

(There  was  no  response*} 

A  representative  of  Whaples?  Vi  ring  &  Company® 

(There  was  no  response*) 

Deputy  Peebles  %  Robert  1*  Speaker?  of  the  Chicago  '>□- 
oociation  of  Stock  Exchange  Firing?  and  Association  of  Grain 

Commission  Merchants* 

(There  was  no  response*) 

Deputy  Peebles^  Kdwurd  K*  Thompson?  of  tue  same  scocn.a«* 


t ions. 
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(There  was  no  reapoi nse® ) 

Deputy  Paebleas  Ur.  itOMfto  Townley,  of  **e  3ums  ;,80®0’i“'" 


lions? 


(Tiler o  wa3  no  response*) 

Deputy  Peebles 8  John  M«  iiadr^  representing  John  P*  Clark 


&  Company* 


.STAXifitSEKT  Or  MR®  JOiiE  M®  MAD  HA 


HBPHEsamisa  johs  p.  olabk  &  comp  a;  v- 

iAr®  Madras  My  name  is  John  Mo  i£adra»  an<i  1  ^  ^ere  :i  i 
behalf  of  ray  firm*  and  Mr®  Deputy  Administrator*  with  y»*ur 
permission,)  I  would  like  to  read  a -letter  addressed  to  you 

by  ray  film* 

Deputy  Peebles*  Very  well* 

Mr*  Madras  We  are  particularly  interested  in  Section  dy 

Article  VII® 

The  letter  reads < 


. 


4?; 5 

"For  many  years,  we  have  operand  a  private  wire  system 
by  means  of  telegraph  wire  service  leased  from  the 
Telephone  &  Telegraph  Company  to  oonnaot  our  branch  of floes 
and  the  offices  of  independent  brokers,  hanks  and  cotton  mills 
with  our  offices  in  Hew  Orleans,  Chicago  and  Hew  York  for  the 
transaction  of  business  on  exchanges  located  in  those  cities. 

The  leased  wire  service  has  been  of  mutual  advantage  to  our- 
selves  and  the  Independent  brokers,  bank®  and  cotton  mtU® 
whose  offices  have  been  served  thereby.  Without  that  service, 
ws  believe  It  is  fair  to  assume  that  the  reduction  In  volura® 
of  business  would  necessitate  eliminating  similar  service  to 
some  of  our  branch  offices,  possibly  resulting  in  closing  soar 
of  them,  toother  result  would  be  a  less  efficient  form  of 
service  to  the  banks,  cotton  mills  and  independent  brokers 

and  the  possible  extinction  of  some  of  the  latter, 

«wa  ourselves  absorb  the  cost  of  the  leaaed  wire  system 
and  are  able  to  do  so  because  of  the  flow  of  business  tod  re- 
suit ant  commissions  to  us  from  all  parties  connected  on  she 
wires.  The  volume  of  business  of  any  of  those  Independent 
parties  Is  inadequate  to  justify  their  leasing  similar  wires. 
They  and  we  know  from  experience  that  any  other  form  of  serv¬ 
ice  suffers  by  comparison  with  the  leased  wire  service.  Sum¬ 
med  up,  «e  believe  the  proposed  section  referred  to  above  -oulfi 

reduce  efficient  In  handling  the  business,  thereby  resulting 
In  a  smaller  volume  of  business,  which  would  cause  a  reduction 


. 


iti  employment ;  3.11  without  any  &pp&r??iiw  benefit  any ouft r, 

Very  truly  yours* 

Jno9  F*  Clark  &  Go" 

I  fallen  to  o tjateP  i£r*>  <?hairsianp  that  l  u-jjs  not  a  member 
of  that  firm,  but  1  am  supervisor  of  branch  offices  for  my 

firm® 

Deputy  Peebles 8  Your  firm,  I  take  it*  its  an tsa^ed  in  the 

cotton  bus  ins  so  and  other-  produce  exchange? 

Mr«  A  adras  Yes?  sir* 

I  also  have  here,  if  you  will  permit  iaep  a  list  of  our 
conneationso  I  would  like  to  put  that  into  the  record* 

Deputy  Peebles «  You  have  how  many  connections? 

Yr  •  j&ati  r&  s  Twen  ty  -  f i  ve  * 

Deputy  Peebles?.  Very  well® 

IThe  list  of  wire  connections  of  John  Fc  Clark  &  Company 
is  as  follows*) 


» 


•  ■ . 
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hi ST  or  WXR2  COMNECTIOHS 

JNOo  F0  CLARK  &  CO, 

Office  Address  *  Business 


G«  0, 

Dowling 

Anderson,  s0  C, 

Brokers 

J0  Go 

Collin® 

1st  National  Bank  Bldg0 
Bly thevill e , Arkansas 

Brokers 

X,  Ho 

Jonss 

Soottsboro,  Alabama 

Brokers 

Co  Stt 

Hinton  &  Go, 

Columbus,  Mis So 

Brokers 

Harbour  &  §»all«y 

Meridian,  Mias* 

Brokers 

Erwin 

Cotton  Hills « , 
XnCc 

Durham,  O0 

R0  0.  Dunning  Brokerage 

Gq«  435  Chestnut  St« 


Gadsden,  Ala0 

i}.  Go  Dowling 

Greenwood,  S.  0o 

? 

Broker 

Hamilton  national  Bank  Chattanooga,  Tenn0 

Wo  G,  Coker 

Box  165 ,  Gr©envXXlo,Ala* 

Broker 

Jno0  F,  Maybank  &  QOn 

South  Atlantic  Wharf 
Charleston,  S9  c« 

Cotton 

Levis  &  Pe&dy 

Macon,  Ga0 

Brokers 

Manget  Brothers  Go. 

17^  Greenville  $&» 
Hewraan,  Georgia 

Cotton 

Geo  .  Bo  Whittlesey 

Albany,  Ga« 

Brokers 

Williamson,  Inman  &  Go* 

Xne.o  36  Ivy  St« , Atlanta, Gac 

Cotton 

Oc  Sc  Hinton  &  Coo 

Box  £65,  Tuscaloosa, Ala0 

Brokers 

Jones  &  Bredlov® 

-Vr 

Opelika,  Ala* 

Brokers 

Proximity  Mfg0  Co*, 

Greensboro, Ho  C0 

Cotton 

H*  K*  Carr 

Box  673, Laurel, Mies o 

8rok»re 

*  |  .  •.  v  ..  .  '  :  ■  •  •  ;7  t$[  . 
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T.-  W*  Palmer  &  Co., 

1QT  No.  Foster  St..Dotham,Ala, 

Brokers 

Ira  H*  Virgin  &  Co* 

Troy.:  Ala, 

Brokers 

H 3  h.  Ruppcrt  &  Co,, 

402  Pine  St0  9  St,  Louie, Ho 

Erokers 

9o  Jo  Harman  &  Co , 

201  Milan  St..  Shreveport,  La.- 

Brokers 

Cromack  &  Caomere 

LullngP  Ttxae 

Brokers 

J,  E,  Munn 

Columbus t  Ga, 

Broker 

X-eputy  Peebles  s 

Are  these  people  wuose  names 

you  nave 

pm  into  the  ro card  connected  with  this  wire  you  have 

been  tallcing  about? 

r«  j£adrat  Oh,  no*  Wo  have  several  circuits* 
deputy  IJeobXes %  -now  many  have  you  on  your  several  cir* 

cuite? 

:'r<>  Madras  Well,  tuey  will  run  about  eight  offices  a 
circuits  that  io,  our  own  branches 9  and  o ur  correspondents • 
deputy  Peebles 5  What  is  tne  business  that  goes  over  the 

wire,  mainly? 

Ir«  -ladras  Well?  if  you  will  allow  me,  it  is  cotton 
orders ,  stock  orders ,  grain  orders?  bonds* 

In  that  list  of  our  correspondent a 5  and  we  mention  them 
aa  correspondents,  we  have  one  bank,  two  textile  manufacturers, 
tares  cotton  merchants,  and  nineteen  correspondents  are  brokers 

deputy  Peebles  $  When  you  auy  '''broker'7  you  mean  :\  bond  and 

stock  broker? 

i£r*  Madras  ho,  sir?  cotton  broker* 

deputy  Peebles  a  nd  you  have  eight  or  nine  to  a  circuit? 


* 


' 


V 


aBBSmaaMmiS  fllEw  »•'•  ,Vb 

TOt»  r  ~.}<Ti.  yj..  >*-  A 


477 


j£r»  Madras  Xcs,  air* 

Deputy  Peebles *  Are  they  all  parties  to  tne  leased 


Mr®  Madras  Ho,  sir® 


Deputy  Peebles s  Have  you  any  ether  parties  to  the  lease 


except  yourself?  in  the  case  of  any  Q-1-  these  firms* 


hr®  Madras  No?  sir® 


Deputy  Peebles?  Do  tueac  firms  have  instruments  in 


their  offices,  the  Horse  instrument,  that  they  can  connect  >,o 


t lie  leased  wire? 


Hr®  Madras  Bo,  sir® 


Deputy  Peebles?  Do  you  have  the  teletypewriter,  or  the 
printer,  or  anything  of  that  Icind? 


Hr*  Madras  Hot  in  our  branch  offices®  If  any  of  our 


correspondents  have  them,  X  do  not  1ciuh;< 


Deputy  Peebles 3  they  do  not  connect  with  your  leased  wire* 


do  they?  ( 


Mr®  Madras  No,,  sir* 


Deputy  Peebles?  How  do  they  get  their  messages  to  you? 

Mr®  Madras  Over  our  Morse  circuit® 


Deputy  Peebles?  How  do  t  ey  compensate  you  for  hand 1 in 


o 


it? 


Xr®  Madras  .  Through  the  volume  of  business  that  they  give 


us  ® 


Deputy  Peebles?  Do  you  charge  them  a  commission  for  glu¬ 


ing  you  an  order,  or  i3  it  proportionate  to  the  number  of  words 


te  ’<:,■■  v  •••  .■'  iry:-y:i:  <1 :  . 
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that  they  a  end? 

;ir#  ..iadraa  We  iiave  some  correspondents  w -i3  are  membero 

el  same  of  tue  Sxohange3,  members  of  t,x*e  ,ew  York  Cotton  kx- 
change,  and  tue  l»ew  Orleans  Cotton  ISxohange,  and  in  a  oaao  o 

that  kinds  tne  commission  is  split* 

x.qw,  on  ti*ese  cotton  mills  here?  one  of  tue  owners  o, 

i.h&t  mill  is  a  member  of  ti^e  -  e¥  xork  Co  to  on  ;.x  change,  a,nti 

tie  gets  a  part  of  the  commission® 

3f?s  we  have  some  who  are  not  members  *  and  we  u»et  all 

tue  commission* 

deputy  Peebles  8  la  there  any  separate  enlarge  made,  other 
than  the  commission,  for  the  use  of  the  service? 

Mr*  Madras  o,  sir* 

Deputy  Peebles?  in  other  words,  you  do  not  handle  wires 
lor  compensation,  in  which  payment  for  the  use  01  the  wire 
all  tae  compensation  you  may  get? 

,r*  ...tadra?  o,  sir* 

Deputy  Peebles!  You  have  filed  t*iat  list  of  the  connec¬ 
tions  tuat  you  have,  have  you? 

Mr*  J:Iadra«  Yen,  sir* 

Deputy  Peebles  a  Thank  you  very  mucu9  Mr*  iladra* 

Mr*  John  C*  White,  of  the  American  Cotton  Shippers  \s- 

soclatlon* 

(;ir*  White  did  not  respond*) 

Deputy  Peebles s  \r*  D*  3*  Wilkinson,  o*  ti^-c  .^rwin  ,-otoon 


i 
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Hills  Company* 


statkmhnt  os*  im-  r.  3-  wiuonsqn 

.H53PKKSOTIHO  THE  KB.WI1J  COTTON  HI  US  COiEPAETY  • 

Mr*  Erkins  Hr*  Deputy  Administrator,  my  name  is  F*  3* 
Wilkinson*  My  position  io  that  of  Assistant  Cotton  Buyer 
for  the  Erwin  Cotton  Hllla,  Durham,  North  Carolina* 

With  your  permission,  I  have  a  letter  from  my  firm,  which 


I  would  lilce  to  read* 


. .  >  '  .  -  :•  fi'jre 

:  •  •• 
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THE  ERWIN  COTTON  MILLS  COMFANY 
Durham ,  N.  Co,  May  16,  1934* 

Mr,  L,  H.  Peebles,  Deputy  Administrator , 

R  com  3316,  Department  of  Commerce  Bldg„ P 
Washington,  D*  C0 
Dear  Sir: 

Res  Proposed,  cods  for  telegraph  communication  in¬ 
dustry,  with  particular  reference  to  Section  Qp  Article  7* 

Tlie  Erwin  Cot  to  n  Mills  Company,  of  Durham,  N»  G, ,  wish 
to  state  that  the  private  wire  service  &f  Jno0  P0  Clark  ft 
Company  was  Inaugurated  over  two  years  ago  because  of  a 
requisite  need  for  quick  and  continuous  quotation  service  of 
the  principal  cotton  exchanges* 

?f&  buying  and  consuming  in  excess  of  100,000  balsa 
of  cotton  per  year  from  more  than  fifty  msrohants,  and  of 
course r  locally  from  farmers  at  our  respective  mills.  It  is 
entirely  necessary  therefore  that  we  maintain  a  quick  quotatio 
service  Inasmuch  as  all  purchase  are  based  on  quotations  of 
reoognixed  cotton  exchanges 0 

Our  r-w  cotton  and  finiehsd  goods  inventories  are  con¬ 
stantly  changing  our  position  marketwiae  through  the  sales  of 
finished  goods  and  purchases  of  raw  cotton*  It  it  entirely 
essential  that  we  have  adequate  facilities  to  heoge  our  posi¬ 
tion  quickly  as  aound  business  principles  would  demand. 


*  >  ro 

; 

4  ‘  mocllll 
W 

.  ( 

' 

'  ,  • 

■  •• 

.  .  .  •  ■  -  ’ x.  '■  atr  '* 

.  ■  ■■  £4.a* 

■  IZjs  •  e-B  .x  o  •  w : .  - .  oft MM 

: 

:  •;  ••  .  "v.  vr  «  *  •:  .  ;0  U  .•  o  . .  ■ 


481 


This  wi re  service  not  only  furnishes  us  w$.th  quotations 
on  cotton,  but  gives  us  a  perspective  on  the  stock*  grain  and 
various  other  markets.,  as  well  as  foreign  exchangee,  Wc  are 
provided  through  this  source  with  the  latest  political  news* 
business  and  Industrial  devsl  opraetnts  which,  we  oonsi&er 
important  •> 

We  are  prompted  to  Inaugurate  this  private  wire  service 
because  of  the  gross  inadequacy  of  the  quotation  service  fur¬ 
nished  by  caramsreial  telegraph  companies «  We  consider  this 
prlvat©  wire  service  as  an  Integral  part  of  our  operating 
organization  and  should  Section  6*  Article  7  of  the  proposed 
t^lsgraph  code  be  approved*  w©  would  be  forced  to  resort  to 
a  service  Inadequate  to  meet  the  needs  of  our  business 6 

Should  we  be  forced  to  giv§  up  our  present  private  wire 
facilities*  we  would  b©  seriously  inconvenienced  and  suffer 
subsequent  damage 0  fee 1  sure  that  this  service  does  not 
offer  competition  with  the  telegraph  or  telephone  companies 
or  afford  an  unequal  opportunity  to  any  persons*  firms  *  or 
corporations  engaged  In  a  similar  business  that  amy  desire 
to  avail  themselves  of  such  facilities » 

We  hope  the  Administration  will  see  our  position  in  this 
situation  and  we  respectfully  urge  that  Section  6,  Article  7 
of  the  proposed  telegraph  code  b©  amended*  modified,  or  elim¬ 
inated  to  relieve  us  of  inevitable  damage  and  Inconvenience  to 

our  business* 
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Very  truly  yours, 

The  Ers?ln  Cotton  Mills  Company 
By  Fred  Be  Wilkinson 

«an*ua« 

Mr*  Deputy  Administrator,  with  your  permission  we  would 
like  to  have  this  letter  incorporated  into  the  record* 

Deputy  Peebles i  It  may  be*  1b  there  any  further  state- 
m  ent  that  you  wisn  to  make? 

Mr*  Wilkins  one  That  is  aX3.* 

Deputy  Peebles 8  I  take  it  from  your  statement  that  you 
are  a  correspondent  of  John  Clark  &  Company? 

Mr*  Ytfilklnsong  Yes,  sir* 

Deputy  Peebles?  Are  you  a  co« lessee  in  any  way? 
ir*  Wilkinsons  >?o?  sir* 

Deputy  Peebles  a  Just  what  type  of  connect!  on  do  you 

have  with  their  wire? 

Mr*.  Wilkinsons  We  use  our  connection  strictly  far  quo-* 
tatiorj  service*  We  give  tnam  that  service,  and  they  give 
us  their  business,  waioh  is  a  mutual  proposition* 

Deputy  Peebles*  What  type  of  connection  is  it? 

•>lr*  Wilkins o ns  :.  A  Morse  wire* 

Deputy  Peebles?  Which  connects  directly  ~~ 

Mr*  Wilkinson*  To  one  of  tnoir  trunk  lines* 

Deputy  Peebles?  Do  you  cut  in  on  their  trunk  line tfion 
you  ^ant  to  send  a  message? 
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i£r*  Wilkinson*  That  is  right* 

Deputy  Peoble33  How  do  you  compensate  thorn? 

Mr*  Wilkinsons  By  giving  them  lots  of  our  business* 
deputy  Peebles s  Haw  do  you  compensate  them  for  ybur  buai** 

ness  t  at  you  do  not  give  thota9  and  yet  you  use  their  wiro  for? 

jtfr«  WXXkinaons  I  do  not  understand* 

deputy  Peebles  s  You  say  that  you  give  theca  at  least  a 

part  of  your  hue  mess*  The  business  that  you  give  theta  ie 

business  that  goes  over  their  wire®  is  it? 

Mr*  Wilkinson?  It  is* 

deputy  Peebles*  Is  there  anything  that  goes  over  their 

wire  that  you  do  not  give  them? 

Mr*  Wilkinsons  Ho?  sir* 

deputy  Peebles*  la  your  firm  a  party  to  the  lease  of 
John  P-  Clark  &  Company?  . 

Mr*  Wilkinsons  It  is  not* 

Deputy  Peebles 3  You  are  not  on  the  lease? 

Mr*  Wilkinsons  .  Ho9  sir® 

Deputy  Peebles*  Who  installed  your  loop  or  instrument? 
Mr*  Wilkinsons  John  F.  Clark  &  Company  had  it  installed* 

I  imagine  that ’the  American  Telephone  and  Telegraph  Company 
looked  after  the  installation* 

Deputy  Peebles!  But  you r  firm  i3  not  a  party  to  the 

lease? 

Mr*  Wilkinsons  .  It  is  not  a  party  to  the  lease* 
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deputy  Peebles 3  Anti  you  pay  nothing  to  John  F*  Clark 
<S c  Company,  except  what  they  my  earn  on  the  business  that  you 


give  them? 


;£r*  Wilkinsons  That  is  rights 
Deputy  Peebles s  I  thank  you  very  much* 
ifir*  Go  G*  Dowling*  of  the  Haw  Orleans  Cotton  Exchange 
STATEMENT  OP  m»  G.  0.  DOWLING 


ISSPHBOEHT'ZKG  THE  HOT  OKLKAHS  COTTON  ^CHANGE  < 


Hr«  Dowling?  •  &?•  Adwlxiiatrator9  1  am  appear  xng  in  my  own 
behalf t  and  not  aa  a  member  otf  the  Hew  Orleans  Cotton  Exchange* 
I  am  a  member  of  the  Hew  Orleans  Opt  ton  Exchange  *  with  offices 
at  Greenwood  and  Anderson*  South  Carolina* 


X  am  a  broker  or  correspondent*  and  their  business  is 
conducted  with  various  firms  who  are  members  of  the  Commodity 
and  Stock  Exchanges* 
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Continuous  Commodity  and  Stock  quotations  are  furnish^ 
ed  ray  offices  by  telegraph  only  and  are  provided  by  the  leased 
telegraph  wire  of  Mee3rSo  «Jno?  F„  Clark  &  Company 8  and.  such 
quotations  are  furnished  my  offices  at  the  same  time  that 
said  quotations  are  furnished  other  brokers,  correspondents 
and  the  branch  offices  of  the  said  JnOo  ?%.  Clark  &  Company  -- 

located  on  the  same  telegraph  circuits 

Neither  the  Western  Union  Telegraph  Company  nor  the 
Postal  Telegraph  Company  has  the  facilities  of  affording  con¬ 
tinuous  Commodity  and  Stock  Quotations  $  which  continuous  ■ 
lc©  ie  indispensable  In  the  efficient  and  proper  marketing  oi 
orders  in  Commodities  and  Stock  and  to  compete  with  the  serv¬ 
ice  afforded  breach  offices  by  leased  wire  firms  in  the  saxae 
or  similar  business* 

There  Is  no  facility  furnished  either  of  my  office© 
by  the  leased  wire  of  John  F„  Clark  &  Company  that  can*  In 
any  manner,  be  considered  as  "unfair  competition''  to  any  per¬ 
son,  firm  or  corporation  whomsoever  and  whatsoever  engaged 

in  the  same- or  similar  business,, 

My  Interpretation  of  Section  6  of  Article  7 9  in  Its 

•s 

present  language,  would  cause  both  of  my  offices  to  be  closed 
in  order  to  comply  with  the  letter  of  the  CQIh., 

1  therefore  respectfully  and  earnestly  petition  that 

'  Section  a  of  Artioie  7  of  the  proposed  Telegraph  Code  be 

# 

withdrawn  or  so  amended  in  Its  wording  as  to  provide  the 


v 
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relief  asked  for  herein* 

Peputy  Peebles*  Ib  there  any  further  (statement  that  you 

mah  to  aako? 

2Ss»  Pawling*  I  tnink  notg  not  at  tide  tiiae* 

Peputy  Peobie©!  X  would  like  to  ask  you  a  few  ciueatiano. 


Xou  have  two  offieea? 


j  xioivl 
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fcerleg 

£/X? 

Friadli 
D  10 

Mr*  Dow  ling:  Wo  have  two  offices^ 

Kern 

fl3  Deputy  Peebles-?  Where  are  they  located? 

S  Mr,  Dowling?  Greenwood  and  Anderson,  South  Carolina* 

Deputy  Peebles?  Both  are  connected  to  this  line  leased 
by  John  F.  Clark  &  Company? 

Mr*  Doi^ling?  Both  are  connected. 

Deputy  Peebles?  They  are  connected  by  a  telegraph  loop,, 
with  a  Morse  key? 

Mr,  Dowling?  Well, it  is  a  wire  circuit  which  affords  a 
continuous  quotation  service  in  commodities  and  stocks* 

Deputy  Peebles?  G&r*  you  send  a  message  from  either  of 
_  your  offices? 

Mrc  Dowling*  Yea,  sir0 

Deputy  Peebles*  Are  you  named  in  the  lease  of  John  F. 
Clark  &  Company? 

Mr,  Dowling?  I  am  not  a  party  to  the  lease,  but  both  or 
my  offices  are  mentioned  aa  receiving  service  over  the  circuit,, 
Deputy  Peebles?  How  do  you  compensate  John  Fu  Clark  & 

Company  for  that  service? 

Dowlings  Well,  as  a  member  of  the  Slew  Orleans  Stock 
Exchange,  we  split  brokerage  on  cotton  and  on  stocks  that  I 
^  give  them  that  are  executed  by  the  firia  on  the  f?ew  York  Stock 

Exchangee 

There  ie  a  gradual  scale  of  specific  charges  for  the  exe¬ 
cution  of  those  orders ,  and  I  am  permitted  by  the  stock  es- 


i 
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change,  as  a  member  of  &  commodity  exchange,  to~wits  the  New 
Orleans  Cotton  Exchange,  to  make  an  extra  charge  for  the  execu¬ 
tion  of  the  stock  orders,. 

Deputy  Peebles?  An  extra  charge?  That  is  because  of  the 
facilities  that  you  offer?  Is  that  it? 

&r*  Dowlings  In  my  two  offices*  yes,  sir0  This  extra 
charge  Is  very  small,  however ,  and  it  just  about  compensates  me 
for  whatever  expense  I  may  be  put  to  in  the  expedition  of  those 
orders * 

For  iT>tancep  I  do  a  lot  of  writing,  have  a  lot  of  mail, 
and  a  list  of  stocks  is  sent  in  by  registered  mail  to  John  F, 
Clark  &  Company,  and  there  is  a  small  expense,  and  I  make  a 
little  charge  to  coyer  that  expense e 

Deputy  Peebles-:  Do  you  send  any  messages  over  that 

wire  other  than  in  connection  with  the  brokerage  business? 

MTo  Dowlings  Non©  what ever 0 

Deputy  Peebles;  All  of  the  messages  that  go  over  that 
wire  are  in  connection  with  the  business  that  you  do  with  John 
F.  Clark  &  Company? 

&rc  Dowling;,  Exclusively*,  yea,  8irc 
Deputy  Peebles?  And  there  is  no  compensation  that  you 
pay  to  John  F*  Clark  &  Company P  except  the  sharing  of  commis¬ 
sions? 

Dowling*  That  is  correct,  sir,  and  that  is  permitted 
by  the  rules  of  the  exchange.-. 
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Deputy  Peebles*  Thank  you  very  much. 

Mr.  D.  E*  McCuen,  of  0„  E,  WcCuen  &  Company,  incorporated, 

(Ho  response) 

Deputy  Peebles  is  Mr*  A.  l>9  Green  ,  of  the  Farr  Alpaca  Com¬ 
pany  * 

(Ho  response) 

Deputy  Peebles?  Mr0  W0  M.  b.  Wagner ,  of  the  Western  Fruit 
Jobbers  Association  of  America* 

(Ho  response) 

Deputy  Peebles*  Slre  Karl  D.  Loo*,  representing  the 
California  Fruit  Growers*  Exchange,  Los  Angeles 0 

STATEMENT  OF  MR.  KARL  D,  LOOS 
CALIFORNIA  FRUITS  GROWERS 0  EXCHANGE,  LOS  ANGELES 

J4rc,  Loosa  My  name  is  Karl  D.  Loose  1  am  traffic  counsel 
of  the  California  Fruit  Growers6  Exchange,  of  Los  Angeles c 

The  California  Fi’uit  Growers*  Exchange  is  a  cooperative 
agricultural  organization,  engaged,  in  the  marketing  of  citrus 
£&its  and  it  market*  something  over  70  percent  of  the  citrus 
fruit  grown  in  California  and  Arise nac  Its  annual  business  i§ 
from  60,000  to  60,000  carloads  of  citrus  fruits  a  ye ar9  and 
the  gross  sales  run  from  #80*000*000  to  #100*000*000  a  year. 

The  exchange  is  owned  and  controlled  by  some  13 c 600 
growers  of  citrus  fruit  in  Arizona  and  California.  Those  grow¬ 
ers  are  organised  into  local  associations,  which  operate  packing 
houses,  where  the  fruit  is  packed  and  mads  ready  for  market. 
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and  the  local  associations,  in  tarn,  are  organised  into  district 


exchanges,  25  in  number * 

These  district  exchanges  handle  from  several  hundred  to 
4000  or  5000  oars  of  fruit  a  year,  and  each  district  exchange 
has  a  member  on  the  board  of  directors  of  the  California  Fruit 
Growers9  Exchange,  the  central  organisation. 

So  you  will  see  from  this  that  a  cooperative  organisation 
of  this  character  is  controlled  from  the  grower  on  up  through 
the  local  association,  through  the  district  exchange,  and  on  up 
to  the  central  organ! sat ion0 

The  central  organisation  is  not  the  centralised,  control!* 
ing  body,  as  it  is  in  the  case  of  a  private  corporation,,  So6 
because  of  this  independence  of  the  constituent  members 9  and 
because  of  the  form  of  control*  it  is  necessary  that  each  on© 
of  the  members  and  each  of  the  district  exchanges  be  a  separate 
organisation  from  th«  California  Fruit  Growers9  Exchange,  and 
so  we  differ  in  our  organisation  from  the  organisation  of  a 
private  corporation  with  a  large  number  of  branch  offices a 

However*  the  whole  organisation  is  a  single  service  unit, 
just  as  much  so  as  though  it  were  a  large  private  corporation 
with  nusmrouts  branch  offices 0 

All  of  these  organizations,  including  the  district  ex¬ 
changes  and  the  looal  associations,  are  organised  under  the 
laws  of  the  State  of  California  pertaining  to  the  organisation 
of  cooperative  agricultural,  horticultural*  and  viticultural 
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organ! sa  t  ions 


TU«  central  organisation  of  the  California  Fruit  Growers* 


Kxoliang8  also  maintains  56  branch  offices  in  the  principal 


markets  of  the  country  and  those  arap  strictly  speaking*  branch 


houses^  and  part  of  the  exchanged  own  corporate  organization 


The  perishable  nature  of  the  products  which  ws  market  re< 


quires  a  fast  messenger  service  in  the  handling  of  quotations - 


l  might  say  that  the  control  over  the  final  disposition  of  the 


product  is  preserved  in  the  local  association,  and  no  sale  can 


be  made  of  any  car  of  oranges  or  grapefruit  or  other  fruit 


without  the  approval  of  the  local  association  where  that  car 


was  packed,  and  so  it  requires  a  continuous  flow  of  messages 


from  our  sales  office  to  the  central  exchange  through  the 


central  exchange  and  through  the  district  exchanges  and  local 


associations  and  back  again  to  the  central  exchange  in  th® 


handling  of  this  tremendous  volume  of  business*. 


We  are  interested  in  the  code  now  under  consideration  in 


two  respects 


First,  with  respect  to  its  effect  upon  the  teletype  serv¬ 


ice,  The  California  Fruit  Growers*  Exchange  maintains  a  tele¬ 


type  service  from  tha  central  office  in  Los  Angeles  to  each  c? 
the  district  exchange  offices  in  different  parts  of  the  State 


of  California, 


That  teletype  service  is  a  one-way  service,  and  the  object 


is  to  release  to  each  of  the  district  exchanges  simultaneously 


, 
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all  market  information  and  information  relating;  to  the  sale  of 

their  fruit, 

Messages  from  the  district  exchange  to  the  central  asaocia 
tion  or  central  exchange  cannot  come  over  the  teletype  service. 
Those  messages  come  in  by  telephone  or  by  telegraph,, 

Just  as  an  illustration  of  the  type  of  messages  sent  out 
over  the  teieteype  system*  every  morning  we  receive  from  each 
of  fche  ten  sales  offices  at  the  central  office  in  hoe  Angeles  a 
message  giving  a  summary  of  the  market  situation,  giving  the 
temperature  and  weather  conditions,  which  are  very  important 

in  conneotion  with  of  citrus  fruit,  and  information  of 

that  character  which  will  aid  those  who  have  to  make  the  deci¬ 
sions  on  the  sale  of  fruit  during  the  day  to  form  their  opin¬ 
ions  0 

As  the  markets  open  in  the  various  parts  of  the  country? 
particularly  the  auction  markets,  there  is  a  continuous  stream 
of  quotations  going  over  the  wires  from  our  sales  offices  to 
the  central  exchange,  and  those,  in  turn,  are  put  out  over  the 
«»elevyp8,  so  that  all  of  that  information  is  made  available 
simultaneously  to  all  of  the  district  exchange  offices* 

Without  the  teletype  it  would  be  necessary  to  handle  that 
information  in  a  much  more  complicated  manner,  and  we  would 
not  be  able  to  handle  It  fast  enough  to  give  them  nearly  a6  much 
of  the  information  as  we  can  with  the  teletype,  and  it  would 
simply  mean  that  our  service  would  be  that  much  lees  efficient 
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and  the  various  exchanges  w-ould  have  that  much  less  aid  in 
making  their  decisions  on  the  sale  of  fruit. 

It  would  make  more  difficult  the  marketing  of  this  volume 
of  fruit  and,  as  we  sea  itp  it  would  not  be  of  any  benefit  to 

anyone  * 

I  have  referred  already  to  the  distinction  czr  the  differ¬ 
ence  between  a  cooperative  organisation  and  a  private  corpora** 

tion„ 

If  this  organisation  of  our©  were  a  private  corporation,, 
with  25. branch  offices  all  under  the  same  corporate  organisa¬ 
tion,  instead  of  a  cooperative  organisation  having  each  one  of 
the  25  offices  incorporated  separately,  then,  under  section  6 
of  the  code,  as  I  read  It,  such  an  organization  would  be  en¬ 
titled  to  maintain  a  teletype  service  between  its  own  officer 
How,  while  each  of  the  district  exchanges  are  separately  in¬ 
corporated  from  the  central  exchange,  and  they  must  necessari¬ 
ly  be  so  because  of  the  form  of  control*  we  areP  nevertheless*, 
a  single  business  unit,  just  as  much  so  as  if  it  were  a  private 
corporation  with  that  many  branch  offices* 

3o  we  say  that  if  the  service  of  the  teletype  and  leased 
wires  is  to  be  permitted  to  a  private  corporation  with  its  own 
branch  offices,  as  we  understand  section  8  does  permit,,  it  would 
be  unjustly  discriminatory  not  to  give  a  cooperative  organisa¬ 
tion,  which  conducts  the  same  kind  of  a  business  and  in  the 
3sus6  way,  the  same  privilege* 
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The  Administration  has  already  taken  eoma  affirmative  ac¬ 
tion  to  forbid  discrimination  of  some  firms  against  a  cooper¬ 
ative  organisation,, 

I  refer  to  the  esse  utive  orders  issued  by  the  President, 
Mo.  636S5P  dated  October  25,  1933,  and  Io0  6606(a),  dated 

February  17,  1934 0 

While  those  executive  orders  do  not  probably  apply  to  this 
particular  situation,  they  do  indicate  the  policy  of  the  Ad¬ 
ministration,  that  a  cooperative  organisation  should  not  be 
discriminated  against  because  of  the  peculiar  form  of  its 
organisation,  necessitated  by  the  manner  in  which  control  of 
the  cooperative  is  exercised,  being  in  the  reverse  direction 
from  which  control  is  exercised  in  a  private  corporation. 

We  would  suggest  an  amendment  to  section  6  to  meet  our 
situation,  by  adding  another  paragraph  —  probably  it  should 
come  in  following  the  second,  paragraph  of  the  present  section, 
reading  somewhat  in  this  manners 

"This  section  shall  not  apply  to  the  interchange  of  wire 
facilities  between  the  lessee  and  branch  offices  or  interrelated 
agencies  of  the  lessee,  even  though  such  branch  offices  or 
agencies  be  separately  incorporated  organisations. * 

Mr.  Scott l  May  1  interrupt  you? 

Mr,  hoos 3  Yes. 

Mr0  Scott g  Is  the  central  exchange  also  incorporated 
under  the  laws  of  California,  under  the  cooperative  laws? 
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Mrc  boos?  Yee,  sir, 

Mr.  Scott  *  That  is  a  separate  corporate  entity? 

Mr.  Loess  Yes, 

Mr.  Scott  *  Owned,  and  controlled  by  the  various  district 

cooperatives? 

Kr*  Loo 64  It  Is  owned  and  controlled  by  tbs  growers, 

tbs 

through  their  local  associations  and  through/district  exchanges 
it  is  a  federation  beginning  with  the  growers  and  working  up  t> 
the  central  exchange 0 

Mr,  Scott?  The  local  exchanges  are  also  incorporated? 

Mr,  Laos?  Yes,  slr0 

Mr,  Scott s  And  the  district  exchangee,  and  the  central? 
Mr,  Laos*  Yes,  sir* 

Mr,  Scott?  And  the  control  is  at  the  base? 

Ura  Loos?  Yes,  sir* 

Mr0  Scott? '  How  do  you  allocate  expenses,  such  as  the  ex¬ 
pense  of  the  teletype  service? 

;'iir,  a»oqs,>  ibere  is  no  allocation  of  Individual  expense 
items.  The  total  expenses  of  marketing  are  figured  at  tb*»  end 
of  the  year  and  assessed  at  so  much  per  box  on  the  total 
volume  of  fruit  handled 0 

The  assessments  are  made  separately  for  the  different 
fruits?  lemons,  grapefruit,  and  oranges,  and  then  the  or  anges 
separately  between  the  Valencia  and  the  navel  varieties,,  but 
the  final  out-turn  1 &  sn  assessment  of  a  certain  amount  per  bos 
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on  each  variety  of  fruit,, 

HXo  Scotti  Do  you  know  whether  this  whole  group  of  co¬ 
operatives  would  come  within  the  definition  of  cooperative  in 
the  executive  orders  that  you  mentioned? 

Mr c,  Loo ss  Unquest ionably. 

&x0  Scott*  Thank  you,  sir* 

Mr„  Loos 3  1  heard  o no  of  the  witnesses,,  a  gentleman  re¬ 

presenting  the  Dow- Jones  Hews  Service 9  make  a  suggestion  that 
would  probably  meet  our  situation  also  in  connection  with  this 
Xeaaed-wire  service* 

Kis  suggestion  was  to  axelud©  from  the  operation  of  sec¬ 
tion  8  one-way  transmission  by  teletype 

Our  transmission  is  a  one-way  transmission.  In  that  con¬ 
nection.,  I  think  perhaps  another  way  to  accomplish  the  same 
object  would  be  to  make  that  particular  clause  of  section  6 
read,  "which  permits  the  use  of  such  wire  in  telegraphic  com¬ 
munications  transmitted  by  any  person  or  corporation  other  than 
the  iessaac,? 

Any  phrase  or  any  amendment  of  that  kind  would  be  entirely 
satisfactory  to  us,  although  we  have  suggested  the  one  that  we 
have  suggested  because  it  may  possibly  affect  other  provisions 
of  the  code,  too0 

In  other  words,  in  any  respect  where  a  distinction  is  to 
be  made,  that  distinction  should  not  be  made  on  the  basis  of 
corporate  organisation,  bscauss  to  do  so  would  leave  out  co- 
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operative  organisations,  which,  by  their  very  nature,  must  be 
composed  of  a  multitude  of  corporations,  and  yet  they  transact 
business  rf  the  same  character  and  of  the  same  magnitude  and  in 
much  th3  same  manner  ps  private  corporations,  which  can  blanket 
any  ' f  their  offices  under  a  single  corporate  entity 0 

VVe  are  also  interested  in  the  effect  of  this  code,  if  any. 
upon  the  tirae»wir«  service  end  the  serial-message  service,  We 
are  advised  that  the  adoption  of  the  code  will  make  it  imposs¬ 
ible  to  continue  any  of  those  services 0 

If  that  is  true,  we  hope  and  earnestly  urge  that  an  amend¬ 
ment  be  ma.de  which  will  permit  those  services  to  continue. 

On  this  point  I  also  apeak  for  the  California  Fruit  fix* 
change  of  Sacramento,  which  is  tne  largest  marketing  organisa¬ 
tion  of  deciduous  fruit  grown  in  the  State  of  California*  de¬ 
ciduous  fruit  includes  pears,  peaches,  plums,  grape© ,  cherries., 
apples,  and  fruits  of  that  kind,, 

That  exclmnge  uses  under  contract  the  sales  offices  of 
the  California  Fruit  Growers0  Exchange.,  It  has  its  own  district, 
exchanges  and  its  own  local  associations,  which  are  all  organised 
«s  cooperative- associations  *  in  much  the  same  manner  and  under 
the  same  laws  a3  the  California  Fruit  Growers*  Exchange, 

For  both  of  these  organisations,  the  time-wire  service 
and  the  serial-message  service  are  exceedingly  important.  We 
have  from  our  sales  offices  to  the  central  exchanges  at  Sacra® 
raento  and  at  Los  Angeles  a  daily  stream  of  wires  gofng  in  both 
directions. 
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directions,  showing  quotations,  condition  of  care,  condition  of 

ice  in  bunkers,  and  instructions  as  to  diepositton,  and  those 
messages  have  to  b©  sent  immediately  upon  arrival  of  the  car 
or  immediately  upon  the  making  of  a  sale,  and  they  cannot  toe 
held  to  accumulate,  and  the  serial^snessag©  service  gives  a 
much  more  economical  service  for  messages  of  that  kind* 

Deputy  Feeblest  May  I  interrupt  to  ask  why  you  use  the 
serial  letter  rather  than  the  day  letter? 

Mr0  Loofig  Because  we  have  a  large  number  of  short  messages,. 
Deputy  Peebles*  And  you  find  It  cheaper  than  a  day  letter? 
Mr,  Loos s  Xf  we  can  combine  the  messages  covering  a 
number  of  cars  into  a  single  message,  we  would  send  it  toy  time- 
wire  service o 

If  s  however,  the  one  car  comes  upand  has  t*o  be  disposed  ofD 
we  send  a  short  message  which  would  toe  less  than  the  length  of 
the  day  letter,  and  give  that  a  serial  number  to  a  part  of  the 
serialises sage  service,  and  that,  then,  in  combination  with  sub- 
sequent  wires  during  the  day  covering  other  carsp  gives  us  our 
total  daily  serial  messages e 

We  made  an  effort  to  make  some  estimate  as  to  the  differ-* 

©nee  in  coat* 

Of  course,  to  make  any  analysis  of  the  messages  for  any 
length  of  time  would  toe  an  exceedingly  burdensome  task,  and  we 
have  not  undertaken  that,  tout  we  do  know  that  the  volume  of  sale*? 
during  tho  past  f©'»  years  has  been  substantially  the  same  as 
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during  the  tw  years  previous  when  the  time^Tl  re  s-r  vice  and 

serial -message  service  were  not  available*  and  the  telegraph 
bill  of  the  California  Fruit  Growers9  Exchange  during  the  past 
two  years  has  been  $75^000  a  year0 

During  the  preceding  two  years  it  has  averaged  about 
$100*000  a  year*  so  that  we  estimate  that  the  saving  of  the 
time-wire  service  and  serialise  sage  service  represents  about 
£35*000  a  year  to  the  California  Fruit  Growers5  Exchange* 

In  the  case  of  the  California  Fruit  Exchange*  tne  present 
telegraph  bill,  for  the  past  year,  was  $26*000 £.  and  is  esti¬ 
mated  that  with  a  discontinuance  of  the  time-wire  service  and’ 
the  serial-message  service,  that  bill  would  be  increased  in 
the  neighborhood  of  $X08000» 

It  ta  questionable,  however,  whether  such  increased  ex¬ 
pense  would  occur,  because*  under  the  pressure  for  saving  and 
the  cutting  down  of  expenses,  that  results  from  the  low  market 
prices  of  fruit  during  the  last  two  or  three  years,  great  ef¬ 
forts  have  been  mane  to  economise  in  every  manner  possible 0 
We  have  cut  do?m  some  of  our  wire  service  through  substitution 
of  the  air  mail,  and  in  the  event  telegraph  rates  were  increased 
I  am  sure  there  would  be  serious  effort  made  to  reduce  the  use 
of  the  wires  through  the  further  use  of  air  mail  and  through 
the  further  perfection  of  telegraphic  codes*  which  we  now  use 
in  great  volume,  so  that  while  the  expends  of  the  wire  service 
which  we  use  would  undoubtedly  b©  increased  to  some  extent,,  the 


1 


. 

•r 


jj 

' 


Bs 


«m  j*  ** 


hQO 


Previn 


use  of  the  service  would  undoubtedly  be  considerably  curtailed 

and  the  telegraph  companies  would  not  derive  an  increased  re¬ 
venue  equivalent  to  the  difference  in  the  rates  on  the  present 

volume  pf  business,, 

So  we  urge  that  the  code  be  amended  in  some  way  that  will 
remove  any  doubt  as  to  the  authority  of  the  telegraph  companies 
to  continue  the  present  time-wire  service  and  eerial-mese&g® 

service,, 

X  have  hers  copies  of  th©  executive  orders  to  which  X 
have  referred,  which  I  will  be  glad  to  leave  with  you  if  you 
cars  to  have  them. 

Deputy  Peebles^  W©  have  copies  of  those,  but  if  you  want 
to  put  them  in  the  record,  you  may. 

Ut*  Loos i  I  do  not  care  to  put  them  in  the  record*  l 
think  that  the  reference  to  them  by  number  is  sufficient* 

Deputy  Peebles?  You  referred  to  them  by  number,  did  you. 
Mr,  Loos? 

Mr.  Loos!  Yes* 

That  is  all  that  I  have  to  say* 

Deputy  Peebles?  Thank  you  very  much* 
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Deputy  Peebles:  Mr.  Bo  Mo  Enohel . 

(Wo  response.) 

Deputy  Peebles:  A  representative  of  the  California  ?ruit 

Exchange,  Sacramento • 

Mxo  XaOOs o  I  spoke  for  that  organ izat to xu 

Deputy  Peebles:  Mr*  B,  C.  Albin  of  the  Hational  League 

of  Commiseion  Merchants, 

(Wo  response.) 

Deputy  Peebles;  Mr.  Ho  P.  Waidner,  Jr*,  of  the  National 
League  of  Commission  merchants* 

(Wo  response o) 

Deputy  Peebles;  Mr.  Moultrie  Hitt  of  the  Utility  Ac¬ 
countant  8  and  Tax  Consultant®. 

Mr.  Hitt,  will  you  give  your  full  name  ana.  representation 
for  the  purpose  of  the  record. 

Mr.  Hitt:  My  name  i®  Moultrie  Hitt,  attorney,  Washing¬ 


ton  . 


STATEMENT  OP  MR <  MOULTRIE  HITT 


Mxo  Hitt:  Mr.  Administrator,  my  name  is  Moultrie  Hltt3 

attorney,  Washington,  and  I  appear  here  to  represent  the 
Utility  Accountants  and  Tax  Consultants.  I  have  prepared  some 
amendments  to  sections  of  Article  111  of  the  proposed  code  by 
way  of  illustrating  the  difficulties  which  we  see,  which  we 
would  like  to  have  taken  care  of.  I  might  say  that  it  is  my 
personal  conviction  that  the  Interstate  Commerce  Commission 
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has  jurisdiction  of  this  particular  subject,  but  we  do  not 
understand  that  that  is  to  be  dieous&ed  here*  and  we  are  al©~ 
^  ply  addressing  ourselves  to  the  matter  from  the  practical 

standpoint  of  the  consumer . 
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This  Parity;  Utility  Accountants  anti  Tax  Consultants  per¬ 
form  an  extensive  accounting,  tax,  corporate,  financial,  and 
other  services  for  a  large  number  of  publio  utilities  and  other 
clients;  however,  not  j,n, eluding  any,  units  of  the  Teleg|^h 
Comraunioationg  Industry, 

OttKA  &U&.  e®^*>  oUsnt*  is  iwratsy-sla 

different  states  and  some  in  places  outside  th©  United  States, 
all  of  whom  have  an  immediate  vital  interest  in  the  efficiency 
and  economy  with  which  we  can  serve  th©au 

Its  Interest  is,  . alSS^9yffi^^S3SS —  ~  *  Th  ©0,0  S  _ 

tel ©phone  service  by  Utility  Accountants  and  Tax  Consultants 
le  constantly  increasing,  and  it  is  such  a  large  item  of  cost 
that  w©  and  those  w©  serve  have  a  very  vital  interest  in  both 
(1)  the  efficiency  with  which  the  communications  industry  renders 
its  service;  and  (2)  the  economy  of  Its  methods  as  reflected  in 
its  charges  for  services  of  the  most  efficient  types* 

More  Sconomical  Types,  of  Senrloo*  We  employ  all  the 
various  tupes  of  comnmni cations  service,  and  by  actual  expor ienoc 
we  know  and  appreciate  the  superior  economy  of  the  newer  types 
of  modem  service,  and  a®  a  consumer  w©  objeot  to  abolishing 
or  penalizing  those  services  to  provide  a  costly  indirect  sub¬ 
sidy  for  more  obsolete  methods* 

Types  We  U$>e;  We  use  the  Serial  Message,  the  firnel 

Service,  and  also  the  Tal-Typ©  service,  all  three  of  which  com* 
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pata  with  each  other,  and  while  the  cost  to  ue  per  »••«*&•  13 
muoh  less  than  what  it  would  he  at  single  message  rates,  we 
send  several  times  as  many  message  words  by  these  newer  classes 
of  service,  wo  spend  more  than  we  ever  did  for  wire  communion- 
tions  because  the  lower  cost  per  message  enables  us  to  use 
Hire  communications  service  instead  of  mail  to  an  extent*  xl 
couldn’t  possibly  afford  at  the  message  rates,  and  we  would 
simply  he  forced  back  to  the  use  of  the  mails,  at  a  substantial 
net  loss  to  the  comma!  cat  ions  industry  as  a  whole « 

gall  Bor  apd  Machine  Ohastea*  felso  ab3eot  the  eame 

reasons  to  having  our  oommuni oat lone*  cost®  increased  oy  tacking 
on  extra  charges  for  call  boxes,  and  machine 8,  because  the  xatee 
have  long  included  the  cost  of  tho$©  incidentals!  $hc  m 
inconvenient  and  costly  the  communications  eervioe  Is  made  for 
us  the  more  it  will  increase  the  incentive  to  use  the  mails. 

To  require  payment  for  call  boxes,  and  that  would  obvious^ 
prompt  the  elimination  of  unnecessary  boxes,  and  that  would 
plainly  work  against  the  smaller  units  in  the  industry  which  do 

not  cover  so  wide  a  territory* 

Article  VTX  =»  PagflQ  -  11 

as  g?paa£a 

We  are  not -interested  in  the  C?ode  ae  a  whole,  and  there- 
fore  address  ourselves  specifically  to  Section*  3,  4,  o  and  ‘3, 

and  submit  certain  amendments  intended  to  help  guard  against  the 

evils  which  impress  us  the  most? 
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(Additions  are  indicated  by  underscoring;) 

Section  3  -  Page  10 
Precede  with  the  hordes 

Section  3*  ffxoent  where  the  rat  as  heretofore  chared 
nave  customarily  included f  or  may  hereafter  include  the  *a;na, 

no  ©012x1?©?  of  the  industry  shall  giv©*  peewit  to  toe  givan*  or 
offer  to  give,  or  psrforra*  any  telegraphic  communication  service., 
or  any  service  incidental  thereto*  or  the  ua©  of  any  telegraphic 
facilities,  appliances,  or  equipment*  without  charging  as  com¬ 
pensation  therefor  an  amount  sufficient  to  constitute  a  just  and 
reasonable  ©barge  and  on©  which  is  commensurate  with  the  services 
rendered  or  thewalue  of  the .use  given  or  permitted*  nor  shall  any 
member  of  the  industry  charge  for  the  rendering  of  any  service 
in  or  incidental  to  or  connected  with  telegraphic  eommuni cations 
to  any  other  member  of  the  industry*  a  compensation  therefor 
which  would  reemit  in  affecting  materially  and  adversely  the  abil~ 
ity  of  such  other  member  to  render  adequate  service  to  the  public 
or  to  maintain  the  provisions  and standards  of  this  code*  or 
which  would  result  in  causing  or  maintaining  an  undue  or  unreason¬ 
able  increase  in  charge®  for  any  telegraphic  comitrun i ©a t i on s 
service* 

mmm, 

The  object  of  this  addition  is  to  make  it  clear  that  the 

consumer  is  not  to  be  ^gyppad®  where  the  rates  really  cover  this 
or  any  other  alleged  Incidental  semes. 
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Section  4.  Ho  member  of  the  industry  shall  make,  give, 
or  permit  a  rate  to  one  or  more  users  of  any  olass  of  service . 
unjustly  or  unreasonably  discriminatory  against  other  users  of 
the  same  class  of  service,  or  against  u»xs  of  any  other  class 
of  service;  nor  shall  any  member  of  the  industry  engage  in  or 
permit  destructive  rate  or  price-cutting  which  inures  to  the 
benefit  of  the  users  of  one  class  of  service  and  discriminates 
against  or  unduly  burdens  users  of  other  Glasses  of  service. 

Change  the  period  at  the  and  to  a  comma  and  add: 

SSSZils,1?.  for  each  olass  .-c-  .^t?-  m 

*****  ^.TO.JMUg,  ju^t  apd  reasonable  for  snob  nartiam  m 
■92&g3  <?,f  service,  or  not  mgye  than  will  enable  telagrcpb -j, 
■S&~j2fiS33P$9  .efficiently  -glth  telephone  servlcas. 

Oomimt 

-ne  object  of  this  addition  in  to  make  it  clear  that  this 
Sect io n  is  not  to  be  used  to  charge  higher  rates  for  different 
alas see  of  service  in  order  to  hamstring  amr  and  modern  efficient 
services  at _re a 3onab  1  a  rates  for  those  ssrvioan.  in  order  to 
ijiouly  favor  iass  efficient  or  obsolete  uthods  and  types  of  servici 

-  Page  11 

Section  5.  Ho  member  of  the  industry  shall  engage,  or  shall 
permit  any  oompany  subsidiary  to  or  controlled  by  it  to  engage 
in  any  practice  concerning  the  sals,  lease,  or  use  of  any 
appliance,  equipment,  parts,  or  materials  used  or  useful  in 
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telegraphic  communl  oat  ions  for  a  charge  which  would  result  in 


affecting  materially  and  adversely  the  ability  of  another  mem- 


her  of  the  industry  to  maintain  the  provisions  and  standards  of 


this  code,  esoe-pt  where  the  rates  heretofore  charged  have  cue* 
agmUx.iss^Bgsa»,gy..,w.  hereafter  include  the  3ame»  or  to 


render  adequate  service  to  the  public,  or  which  should  result  in 


causing  or  maintaining  an  undue  or  unreasonable  increase  in 


charges  for  any  telegraphic  communication  service* 


immgnt 


The  object  of  this  amendment  is  to  make  it  plain  that  the 


consumer  isn't  to  have  to  pay  twice  for  the  same  thing. 


Section  8  -  p&ge  11 

>,T.<wir*w.»r  <WP*WW»— WWlfMi  vj<jn..’e 


Section  So  lo  member  of  the  industry  shall  enter  into 


any  lease  of  a  wl are,  or  provide  any  leased  wire  service*  under 


existing  lease  or  otherwise,  which  permits  the  use  of  such  wire 


in  telegraphic  communication  by  any  person  or  corporation  other 
than  the  lessee  or  leasees  thereof;  nor  shall  any  member  of  the 


industry  permit  any  use  of  a  leased  wire,  for  compensation  or 
otherwise,  under  existing  lease  or  otherwise,  which  will  result 


in  giving  to  any  user  thereof,  other  than  the  lessee  or  less  a  eg. 


a  rate  or  service  more  favorable  than  that  which  is  afforded  to 


other  persons  using  or  requiring  substantially  similar  service 


Comment 


The  object  of  this  amendment  is  to  make  it  clear  that  two 


or  more  lessees  oan  join  together  tn  sharing  one  lease  service 


m 
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es  they  no w  oan  q.q« 

Oeputy  Peebles:  Thank  you  very  much*  Mr,  Hitt 8 

In  an  effort  to  expedite  thee©  hearings  and  so  as  not  to 
keep  you  gentlemen  here  in  Washington  any  longer  than  is  neoee- 

aary,  we  are  going  to  have  a  night  session  tonight  starting  at 

&  o* clock  promptly o 

^Te  will  recess  now  until  that  tisie.> 

(Whereupon,  at  £5:10  o^CAOCk  p*  sn.^  a  recess  was  taken 
until  8  o* clock  p,  m*  of  the  same  day.) 
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